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THE FREER ECONOMY 
FACES ITS TEST 


Implications of 44 per Cent. 
Convertibility in Midstream 


AMERICA SHOWS THE WAY 


By Edwin L. Dale 








ECONOMICS IN THE KREMLIN 
HOW HIRE PURCHASE HAS GROWN 


MONT AH NORMAN, BANKER-DESIGNER 
By Sir Gordon Russell 











CANADA=Land of Business Opportunity 


All who require first-hand information concerning trading conditions 
in Canada, marketing opportunities, import-export requirements, are 
invited to avail themselves of the services of Canada’s oldest bank 


BANK OF MONTREAL 


47 THREADNEEDLE STREET, LONDON, €E.C.2 


Head Office: Montreal. 626 branches across Canada. Assets exceed $2,500,000,000 
Incorporated in Canada in 1817 with Limited Liability | 
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This has become a familiar face to millions 
of savers, large and small. ‘‘ Hastings and 
Thanet” provides an eminently safe and 
profitable investment, easily withdrawable 


mwrerest @y% JO. PAID BY THE SOCIETY 


ON suMS UP TO £5,000 


Established over 100 years 


pees ee Hastings and Thanet ° 

: AUILDING SOCIETY 

Head Offices: 
Please ask for Balance 
Sheet and Booklet on ae gig eon. 
“Profitable Investment” — 99 Baker Street, London, W.1 4 St. George’s Pl., Canterbury 
without obligation, of 3-4 Cecil Street, Margate 41 Catherine Street, Salisbury 
course. . 41 Fishergate, Preston 88 Mosley St., Manchester, 2 
111 New Street, Birmingham, 2 








BRADBURY, WILKINSON & CO,., LTD. 
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DESIGNERS, ENGRAVERS & PRINTERS 
of | 
BANK NOTES, POSTAGE STAMPS, 
BONDS, SHARE WARRANTS, 
CERTIFICATES, CHEQUES, 


and 
ALL DOCUMENTS OF SECURITY 
—_—§eee—_ 


HEAD OFFICE & WORKS: LONDON OFFICE: 
NEW MALDEN, SURREY 20 COLEMAN STREET, E.C.2 








TELEPHONE: WIMbledon 0033-4-5-6 TELEPHONE: MONARCH 7531-2 

















“Ves, he said 
I needn’‘t take 
on extra staff 


after all ...°° 


“You know when our orders 
were going Up and up? Our 
accountant told me we might 
have to take on more staff. So 
we decided to call in the Bur- 
roughs man. It couldn’t do any 
harm and his advice was free 
... As it is, ’m more than glad. 
He went into the details with 
our accountant, then showed 
us how we could mechanize our 
accounting at low cost —and 
save a lot of overtime. He cer- 
tainly knew his job...” 

The Burroughs man is always 

at your disposal without cost. 
He is an experienced adviser on a// accounting 
and record-keeping systems, and well qualified 
to work in co-operation with your accountant 
and auditor. 

He has a complete knowledge of mechanized 
accounting. But he won’t propose changing 
your accounting methods just to suit certain 
machines. Rather, after a full analysis of your 
problem, he will make proposals for a rapid, 
economical and workable solution to any prob- 
lem you may have. 

If he does recommend a new system, he will 
prepare a detailed plan for it and help you get 
it working smoothly. He will make sure you 
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continue to get full benefit from any Burroughs 
machine you install. 

Whatever your business, large or small—if 
you have an accounting problem, the Burroughs 
man can help you solve it. Burroughs make the 
world’s widest range of Adding, Calculating, 
Accounting, Billing and Statistical Machines 
and Microfilm Equipment. Call in the Bur- 
roughs man as soon as you like—you’re com- 
mitted to nothing and his advice is free. You'll 
find the number of your nearest Burroughs 
office in your local telephone book. Burroughs 
Adding Machine Limited, Avon House, 356- 
366 Oxford Street, London, W.1. 


One Burroughs man solved this problem: The Phonotas Co. Ltd. 
(weekly telephone cleaning and sterilizing service) have 80,000 
separate accounts, and until recently in London and in provincial 
_ Offices figures were copied by hand. As this led to errors and de- 
layed necessary figures, they called in the Burroughs man, in this 
case Mr. J. G. Winterbottom (left). He showed Phonotas how, 
with just two typewriter-accounting machines and two abbrevia- 
ted-description accounting machines, they could centralize the 
work in London, halve the time spent on accounting, and obtain 
up-to-date figures every month—all without extra staff. 


FOR EXPERT ADVICE ON BUSINESS SYSTEMS 


pipe mar chee “—B urroughs ae 











MUNSTER & LEINSTER BANK 





THE 


REPORT 


The Report of the Munster & Leinster Bank Limited for the year ended 3lst December, 
1954, presented to the Bank’s Shareholders at the one hundred and twenty-seventh 
Ordinary General Meeting held on 3lst January, 1955, shows net profits of £166,717, 
compared with £159,260 for the year 1953. 


The Resources of the Bank show an increase of £5,260,520 on the year. 


The comparative figures for the past three years are as follows : 


Net Profits 


Dividend (Tax Free) 


To Reserve F 


und ... 


To Contingencies... 


To Premises 


To Staff Pensions. Fund 


Brought in 
Forward 
Capital 
Reserve Fund 


Notes in Circulation 


Deposits 
Acceptances 
Cash at Call 
Investments 
Advances ... 
Premises 
Total Assets 


me 952 Year 1953 . 1954 
148,747 159,260 166,717 
16% 12% 12% 

— 20,000 30,000 
30,000 omnes sl 
15,000 20,000 20,000 
20.000 25,000 25,000 
42,424 43,671 47,931 
43,671 47,931 49 648 
0,000 750,000 750,000 
1,150,000 1! 70,000 1,200,000 
134,738 115,762 — 
63,474,405 66,809,935 72,070,455 
1,300,000 2,002,724 1,433, 
11,981,646 9,495,907 13,450,985 
24,844,558 25,934,619 25,471,648 
23,227,500 32, '959, 246 34,614,299 
544,010 556, 256 585,571 
66,897,814 70,948,852 75,555,603 























an 
i! 
ell 


ij 
REELS ¢ 
ASANTE: 
ee | 

isl 

lis 
Vie: a 


ah kel 


\ 


\ F 
\ : 
\\ : 
t 
te me, ot 


' 


7 
ee 
| eel “Me 
ii ome tate 


7 
ot 
>? 
~ oes 
~* 
" 
} 
rt 
= 
» ven 
i= 
, a8 
= 


TH HF 
e329 


; 
= =F 
- 
s 
a 

ea , 


i: 
” 
= 
” 


Oj ’ 
he 
x 
755, 


| | pk 3 


} 
oe 


7 
¥ 
374 
axa 


, 
i} 


\ Y 
\\i 








Head Office 


London District Office: 


HEAD OFFICE : 
TOTAL ASSETS (at 31st December, 1954): £363,655,940 


MARTINS BANK 


LIMITED 





DISTRICT OFFICES IN LONDON, 
LEEDS, LIVERPOOL, 
MANCHESTER, BIRMINGHAM, 
NEWCASTLE upon TYNE 


and 
Nearly 600 Branches throughout the Country 





AGENTS ALL OVER THE WORLD 





68 Lombard Street, London, E.C.3 


WATER STREET, LIVERPOOL, 2 
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A.N.Z.BANK 


BANKING +» INDUSTRY + TRADE + EMIGRATION 


AUSTRALIA AND NEW ZEALAND BANK LTD. 


HEAD OFFICE: 71 CORNHILL, LONDON, E.C.3. Phone AVEnue 1281 
OVER 800 BRANCHES AND AGENCIES 
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SAFETY-FIRST INVESTMENT 


Income Tax paid y RYE by the Society 


per annum 


Equal to £4.10.10 per cent to investors 
subject to income tax at the standard rate 


The current rate of interest on 


share accounts is 24%, and on 
ordinary deposit accounts 2%, 
with income tax paid by the 
Society in each case. Sums up toa 


total holding of £5,000 are 
accepted for investment in Abbey 
National. For further particulars 
apply for a copy of the Society’s 
Investment Booklet. 


Total Assets £213,461,000 


ABBEY NATIONAL 


BUILDING SOCIETY 
HEAD OFFICE: ABBEY HOUSE, BAKER STREET, LONDON, N.W.1 


For address of Local Office 


see Telephone Directory 
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Dictation is simple, speedy and 
sure when using a Fonadek. 


SAVE by employing a FO 


or continuing 
normal work whilst talking on 
telephone. 


*(OF FONADEKS NATURALLY) 












Its time YOU DOUBLED your working ‘staff 















See us on Stand K.34 
Factory Equipment Exhibition 
Earls Court, Mar. 28—Apl. 2 


NAD 





The installation of a Fonadek 
enables your existing staff to in- 
crease their pomeggry | with the 
minimum of effort. A Fonadek by 
the phone guarantees increased 
efficiency, eliminating wasted 
time every day your office is open. 
The receiver (G.P.O. or internal 
telephone) is placed on the 
Fonadek, it is then possible to 
speak and hear poy 4 whiist 
carrying on normal work. 


Everyone in your business from 
Executive to Telephone Operator 
needs a Fonadek. 









tions whilst you carry on working. 


EK system - EVERYWHERE 


Just write Fonadek on your letterhead for our brochure. 


FONADEK (BRANSON) LTD. 


Dept. BK, Vivian Road, Birmingham 17. 
: Branches and Agents throughout the British Isles. 


’Phone: Harborne 2267/8 








iy 






























LOMBARD BANKING 


; LIMITED 
BANKERS 


LOMBARD HOUSE ‘ 5 ALDFORD STREET 
PARK LANE ° LONDON, W.1 
GROsvenor 6211 (20 lines) 


Branches and Agents throughout the U.K. 












































GUINNESS, MAHON & CO. 


MERCHANT BANKERS 


ESTABLISHED 1836 


53, CORNHILL, 
LONDON, E.C.3 





GUINNESS & MAHON 


17, COLLEGE GREEN, 
DUBLIN 





GUINNESS MAHON 
REPRESENTATION CO. INCORPORATED 


115, BROADWAY, NEW YORK 6, N.Y., U.S.A. 
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GOTEBORGS BANK 


Established in 1848 





At your service for any banking transactions on 
Sweden. Correspondents throughout the world 


GOTHENBURG STOCKHOLM 
Telex: 2330 Telegrams: "Gotabank”. Telex: 1420 




















THE ROYAL BANK OF SCOTLAND 


INCORPORATED BY ROYAL CHARTER 1727 


HEAD OFFICE : ST. ANDREW SQUARE, EDINBURGH 
BRANCHES THROUGHOUT SCOTLAND AND IN LONDON 


CORRESPONDENTS THROUGHOUT THE WORLD | 
COMPLETE BANKING FACILITIES i) 


Associated Banks : Glyn, Mills & Co. ; Williams Deacon’s Bank Ltd. 
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THE HIBERNIAN BANK LIMITED 


Incorporated in Ireland 
ESTABLISHED 1825 





CAPITAL subscribed . ; . £2,000,000 

Paid-up_ . P . : ; . 500,000 

RESERVE FUND . ‘ : ; ‘ 665,000 
Head Office : 


COLLEGE GREEN, DUBLIN 


Over One Hundred Branches and 
Sub-Branches throughout Ireland. 





The Bank undertakes the Recovery and Adjustment of INCOME TAX. 
The Bank also undertakes the Offices of EXECUTOR AND TRUSTEE 





London Agents : Lloyds Bank Limited 



































BANQUE BELGE POUR L’ETRANGER 
- (OVERSEAS) LTD. 


Affiliated to the Société Générale de Belgique 


CAPITAL £2,000,000 
entirely subscribed 


4 Bishopsgate, LONDON, E.C.2 


BOARD OF DIRECTORS: 
A. DONNAY (Chairman and Managing Director) 
Sir THOMAS J. STRANGMAN, Q.C., (Deputy Chairman) 
P. BONVOISIN, H. CROMBE, F. HAEGLER, F. PUISSANT BAEYENS, 
E. VAN HOOF (Director Manager) 














British and Foreign Banking Business of every description transacted 


FOREIGN EXCHANGE TRANSACTIONS — COMMERCIAL CREDITS — 
COLLECTION OF CLEAN AND DOCUMENTARY DRAFTS, ETC. 





PRINCIPAL CORRESPONDENT IN LONDON OF ‘PHE 
BANQUE DE LA SOCIETE GENERALE DE BELGIQUE 





Agents in the United Kingdom for the Belgian Postal Cheque Service 
Correspondents throughout the World 




















Guaranty Trust Company 
of New York 


London Offices : 


Main Office 32 LOMBARD STREET, E.C.3 
Kingsway Office BUSH HOUSE, ALDWYCH, W.C.2 


Head Office 
140 BROADWAY, NEW YORK 


PARIS 7 BRUSSELS 


Incorporated with limited liability in the state of New York, U.S.A. 
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. LONDON (HEAD OFFICE) 
! a 13-17 OLD BROAD STREET, E.C.2 
9 









DUBLIN (CHIEF OFFICE) 
34 & 35 COLLEGE GREEN 
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ares BELFAST (CHIEF OFFICE) 


62-68 HIGH STREET 





AGENTS AND CORRESPONDENTS 
THROUGHOUT THE WORLD 


o> 


THE NATIONAL BANK LIMITED 
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ASK THE MAN FROM 











































KEEP IN TOUCH WITH JAPAN 
THROUGH THE FUJI BANK 


ESTABLISHED IN 1880 


PAID UP CAPITAL YEN 2,700,000,000. 


me FUJI BANK wa. 


184 BRANCHES, LOCATED IN KEY CITIES THROUGHOUT JAPAN 


HEAD OFFICE: 1-€HOME, OTEMACHI, CHIYODA - KU, 
TOKYO 


LONDON BRANCH: SALISBURY HOUSE, FINSBURY CIRCUS, 
LONDON, E.C.2. 
P.O. Box No. 547 Tel. No. NAT 0601-4 
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Popes 


Here is elegance plus Gold Seal quality to put 
the finishing touch to smart coachwork. 

Apart from appearance here are the features 
that still make these tyres outstanding—strong 
flexible casing for long life with greater 
comfort ; unique patented tread pattern to 
provide powerful skid resistance and silent 
running; non-static properties for better 
radio reception, 


DUNLOP 


SIDEWALL 









DUNLOP, DUNLOP FORT & DUNLOP ROADSPEED TYRES 
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NO STORYTELLER HE 


When Snellius, on a March day in 1617, 
published his invention of triangulation, he 
did it in a way which caused, except among 
specialists, widespread apathy. Then and 
since. It was his own fault.  Snellius 
omitted that sine qua non of early scientific 
discovery. He forgot to give the Press a good 
story. Every schoolboy knows about 
Archimedes, how he discovered the principle 
of somethingorother in his bath, and jumped 
out yelling “Eureka! I’ve got it!” Every 
schoolgirl knows about the apple that fell on 
the head of Isaac Newton. Gravity. Benjamin 
Franklin, the kite and the key. Electricity. 
Watt and the kettle in his mother’s kitchen. 
Steam. All these deathless inventions arc 
deathless because the inventors had the sense, 
or the luck, (a) to answer abstruse scientific 
problems at homely moments, (b) to give the 
story to the Press and history books. Snellius, 
poor chap, didn’t invent triangulation in his 
bath, in an orchard, in a thunderstorm, or 
while waiting for a cup of his mother’s tea. 
Any early seventeenth-century Public Relations 
Counsellor could have helped him put on a 
show. But Snellius, a lone wolf mathematician, 
preferred to go it alone. Which is why you 
don’t know even now, who Snellius was and 
what triangulation is, and how they came 
together. 
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The Midland Bank confesses that its interest in 
triangulation is small. It has other things to think 
about—chief among them being the constant provision 
of a prompt and courteous banking service at more 
than 2,100 branches throughout England and Wales. 


MIDLAND BANK 
LIMITED 
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AN ASSURANCE 


OF SAFETY 





( 


APITAL entrusted to the Church of 
England Building Society is quite free 


from any risk. of depreciation. Substantial 


mortgage holdings, carefully selected and 


judiciously distributed, afford an exceptional 


| degree of security toinvestors and depositors, 


while an attractive, regular return without 


liability to income tax is assured. 


Paid-up £25 shares are issued at any time, 

to the maximum individual holding of 

£5,000. Interest payable half-yearly on 
31st May and 30th November. . 


SHARE INTEREST 24% 
DEPOSIT INTEREST 2% 


Income tax paid by the Society 


ASSETS €9,071,833 
RESERVES £430,000 


A copy of the latest balance sheet, with form of 


application, will be sent on request 


CHURCH OF ENGLAND 


BUILDING SOCIETY 


6 & 7, New Bridge Street, London, E.C.4 
Telepkone: CEN 8455 


Incorporated 1882 
DIRECTORATE: 


CHAIRMAN: J. Gordon Elsworthy, F.R.I.C.S., F.A.1., 
F.R.San.l. 


DEPUTY CHAIRMAN : Eo? oe Hicks, P.P.R.ILC.S. 


B. Christian Briant, M.B.E.,.M.A., F.R.I.C.S., F.AI. 


Charles Geen H. Pearce Gould 
Elliott W. Jackson, L.RJI.B.A: 
Geoffrey G. Rogers, T.D., F.R.I.C.S., F.AL. 
SECRETARY: William Cook, F.B.S. 


ASSISTANT SECRETARY : James Groves, F.B.S. 


Regional Offices: 


BOURNEMOUTH, 1149 Christchurch Road, Boscombe 


TUNBRIDGE WELLS, 87 Mount Pleasant Road 
NOTTINGHAM, 13 Park Row 
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BANCO DI ROMA 


REPRESENTATIVE OFFICE IN LONDON 
8, GREAT WINCHESTER STREET, E.C, 2 LONDON S WI 
, . 4 








SUN LIFE ASSURANCE 
HEAD OFFICE: ROME COMPANY OF CANADA 


(Incorporated in Canada in 1865 by Act 


ESTABLISHED 1880 of Parliament as a limited Company) 


With branch offices established in many 
countries throughout the world, the 





L.2,400,000,000 render efficient service to men and 
women who own nearly 2,000,000 
policies and group policy certificates. 

In Great Britain and the Republic of 
Ireland there are branch offices in 21 
important centres, directed by the 
any London Administrative 

ce. 


New assurances transacted in 1953 in 
the British Department of the Company | 
amounted to £16,500,000 out of a total 
of £143,500,000 transacted by the 
Company as a whole. 





M. Macaulay (General Manager for Great Britain 
and Ireland) 


2, 3 & 4 COCKSPUR STREET 



































Reserve Fund - - - - ££1,500,000 





ULSTER BANK LIMITED 


ESTABLISHED 1836 
Affiliated to Westminster Bank Limited 





Capital Authorised and Subscribed - - - £3,000,000 
Capital Paid Up - -. - cremane és tannin 





COMPLETE BANKING SERVICE 


With Special Departments for the Transaction of 
Executor and Trustee, Foreign Exchange, and 
Income Tax Business. 





By means of 109 Branches and 77 Sub Offices throughout Ireland 

and through Agents and Correspondents in all parts of the world 

the Bank offers a comprehensive service transacting every type of 
Banking business. 


HEAD OFFICE : WARING STREET, BELFAST 























THE 


UNITED COMMERCIAL BANK 


LIMITED 


(Incorporated in India. Liability of Members is limited) 
Head Office: 


2 ROYAL EXCHANGE PLACE, CALCUTTA 


London Office: 15 THROGMORTON AVENUE, LONDON, E.C.2. 





* 

G. D. BIRLA, Esa., Chairman 
AUTHORISED CAPITAL ............ Rs. 80,000,000 
SUBSCRIBED CAPITAL ............ Rs. 40,000,000 
PAIDAIP CAPITAL 4. 06. .scs ccc ccvess Rs. 20,000,000 
RESERVE FUND .........-.-.. piu ee das Rs. 8,000,000 

& 


With over 90 Branches at the leading centres of Industry and Commerce in India, Pakistan, 
Malaya and Burma, The United Commercial Bank is well equipped to serve Banks, 
Commercial Institutions and individuals carrying on business with India or intending to 


"open connections with that country. B. T. THAKUR, General Manager 























ERICH SULTZ 


BANKER 
FOREIGN TRADE BANK 
25 Poststrasse, HAMBURG 36 


Cable: Phone: Telex: Code: 
BANKSUELTZ 34 46 23-5 021 1904 Peterson’s 3rd Ed. 











THE PALESTINE DISCOUNT BANK LTD. 


HEAD OFFICE: 27 Yehuda Halevy Street, Tel-Aviv 
Affiliation : THE MERCANTILE BANK OF ISRAEL LTD., TEL-AVIV 
Consolidated Assets exceed 90 million Pounds 
32 Branches throughout the country 
Representative’s Office: 
U.S.A. 61 Broadway, New York 6, N.Y. 
ALL BANKING BUSINESS 


Enquiries Invited 
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The Bank of N. T. Butterfield 
and Son, Ltd. 


BERMUDA 


. Established 1858 
Complete Commercial Banking and Trustee 
epartment services 


Correspondents of principal English and 
Scottish Banks 























1930 Its 
Bonus Year 


for participating policyholders of 

the Norwich Union Life, the 
Quinquennial Valuation falling 
due on December 31st next. 


All with-profit policies effected 
before that date will share in 
the Bonus Distribution. 


Interim bonus rates were increased by 3/-% 
per annum on January 1st, 1954 
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INSURANCE:; 
Head Office: NORWICH 


Branches and agencies throughout the world 











Whizz through 


coin counting... 
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With this new ICC machine, an unskilled 
junior can count up to 2000 coins of 

any single denomination in one minute, 
packing them and recording totals as well. 
And absolutely no risk of error! ... 
Adjustment is quick and simple ; automatic 
stops can be adjusted to bag any fixed 
quantities up to 15,000—or fittings are 
available to pack the coins in paper rolls. 
The machine is electrically operated, _ 
trouble-free. Leaves your skilled staff 
free for more important work. It’s a real 
time and money-saver!... Finished in 
grey enamel with chromium fittings. 

Ask us to arrange a demonstration 

in your own office. 


INTERNATIONAL COIN COUNTING 
MACHINE CO. LTD., 

15 ALEXANDRA ROAD, 

ENFIELD, MIDDLESEX. 


PHONE : HOWARD 3027 

(Pte. Bch. Exch.) 
Makers of letter-opening, letter-sealing, 
coin-counting and token-counting machines. 
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THE SCOTTISH LIFE 
ASSURANCE COMPANY Lid 


has New and Well-designed Life 
Assurance and Pension Schemes 
to meet all modern needs 


MAY WE ADVISE YOU ON 
|} YOUR OWN AND YOUR 
| CLIENTS’ NEEDS? 
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Consult 

Head Office: London Office: 
| 19 St. Andrew Sq. 6 Old Jewry 
Edinburgh London, E.C.2 






BRANCHES IN ALL THE PRINCIPAL CITIES 
| A COMPANY THAT 
HAS ALWAYS PAID A BONUS 














Spanning 
the East 


Branches of The Chartered 

Bank of India, Australia and 

China under British management 

directed from London are 

established in most centres of 
commercial importance throughout 

Southern and South Eastern Asia and 

the Far East. At all these branches a 
complete banking service is available 

and, in particular, facilities are provided 

for the financing of international trade in 
<0-Operation with the Bank’s offices in 
London, Manchester and Liverpool, its 
agencies in New York and Hamburg and a 
world-wide range of banking correspondents. 
in London and Singapore the Bank is 
prepared to act as executor or trustee. 








INCOME TAX FOR 


EXECUTORS AND TRUSTEES 


By W. G. Mortimer. ~ The main object of this famous 
book is to assist executors, administrators and trustees, 
in the administration of wills and trusts as far as 
questions of income tax law arise. It has now been 
brought completely up to date by the addition of a 
supplement. Price, including supplement, 20/- net. 











STUDIES IN PRACTICAL 


BANKING 
By R. W. Jones, F.1.B. Third Edition. 15/- net. 


** . . . Informative and entertaining. Its value is 
enhanced by copious indexes to cases and. statutes 
quoted, and also to general matter contained in 

the book.’’—Financial Times. 











PRACTICAL BRANCH 


BANKING 


By A. Forrester Fergus. Second Edition. 15/- net. 


“* It is easily read and cquid with advantage be in the 
possession of every bank officer, especially those 

who are candidates for the examinations of the 
Institute of Bankers.'’—Natproban. 








THE CHARTERED BANK OF INDIA, 
AUSTRALIA AND CHINA 


(Incorporated 5; Royal Charter, 1853) 









Head Office : 
38 Bishopsgate, London, E.C.2 





PITMAN 


Parker St., Kingsway, London, W.C.2. 



























Here’s a man worth meeting... 















. .. aman with a viewpoint on rubber flooring that will 
possibly be new to you. He can (and will, if you'll allow 
him to !) tell you about “‘ 3.75’. What’s that, you ask ? 


Simply, it’s the thickness in millimetres of the rubber 















flooring between the ordinary 4” gauge (often too light 
for the job) and the more costly 3/16th” gauge. 

3.75” is ideal for most jobs . . . has, in countless 
cases, provided the right answer—inside cost 

estimate ! He can, of course, supply all your 

flooring needs, in whatever grade of rubber you 
desire. Tiles are made in a wide variety of sizes and 
shapes in a range of colours that allows the greatest 
flexibility of planning and design. Who is this man? 
Forgive us, we should have told you earlier but 
got rather carried away. He’s our representative. 
The man from Runnymede Rubber, 


The man with ail the answers. 










































































RUNNYMEDE RUBBER CQ. LTD., 6, OLD BAILEY, LONDON, E.C.4 




























The 


Royal Bank of Ireland 
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BASIC? 1836) 
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In addition to its Country Branches, the 

Bank has 22 Branches in Dublin and district, 

all of which transact every type of Banking 
Business. 


> 
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Specialised Departments for Foreign 
Exchange, Trusteeships and Income 
Tax Claims are at your service. 


London Agents: MIDLAND BANK, LTD. 














SECURITY 
SERVICE + STABILITY 


Established 1824 


SCOTTISH UNION 


NATIONAL INSURANCE COMPANY 


FIRE + LIFE + ACCIDENT + MARINE 
PENSIONS + AVIATION 





Special Life Assurance Terms to Members of Bank Staffs 
London Office: 20/24 Moorgate, E.C.2 
Head Office: 35 St. Andrew Square, Edinburgh 





























THE BANK OF BERMUDA, LTD. 


HAMILTON | 
Somerset St. George’s 
CAPITAL £125,000 - 
TOTAL RESERVES - = £348,695 
TOTAL RESOURCES £8,344,639 
Complete Banking and Trust Facilities : Real Estate Division 


Sole Depository of the Imperial Government in Bermuda 











BANK LEUMI LE-ISRAEL B.M. 


Jormerly THE ANGLO-PALESTINE BANK 
Head Office: Tel-Aviv : 50 Branches throughout Israel 








New York Representation: 20, PINE STREET, NEW YORK 5 


Representative for Continental Europe : 
BLEICHERWEG 1 (am PARADEPLATZ), ZURICH 


ndon Office: 


Lo 
6, GRACECHURCH STREET, E.C.3 


Affiliation: The Bank Leumi Le-Israel Trust Company, Limited, Tel-Aviv. The Trust 
Company undertakes the usual Trustee and Executor business. 
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ISSUED CAPITAL 


THE INDUSTRIAL CREDIT COMPANY, LIMITED 


AUTHORISED CAPITAL 


PAID UP CAPITAL ... 





£5,000,000 
£2,000,000 
£1,750,000 





The Company underwrites Capital Issues and provides 

finance for new and established industrial under- 

takings by way of Share Investment and medium and 
long-term Loans. 


The Company is prepared to consider applications for 

finance required for the purchase of Buildings and 

Plant and Machinery, and for use as permanent 
Working Capital. 








S&S LEINSTER STREET, DUBLIN, C.17 














Security for 
the years ahead 


The Confederation Life Association’s pro- 
gress and growth reached new heights in 
1954. Last year the Company made 
payments to 40,000 policy owners and 
beneficiaries. Total life insurance now in 
force is the highest in the Company’s 
history, and benefits paid to living policy 
holders have also reached record propor- 
tions. An increase in dividends to par- 
ticipating policy holders for 1955 has been 
announced 

New Life Insurance 
issued in 1954.... 
Business in Force | 
Exceeding £466,000,000 
.. Exceeding £106,000,000 





£54,290,000 


Total assets 


Full details from the 
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(Incorporated by special Act of Parliament of Canada 
in 1871 as a Limited Liability Company) 
Chief Office for the United Kingdom: 
18 PARK LANE, LONDON, W.! (GROsvenor 495!) 
Head Office: TORONTO, CANADA 
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tle needs 
your help 


Every year the National 
Society for Prevention of 
Cruelty to Children helps 
nearly 100,000 unhappy 
children—and each : 
child helped costs — .3 
the Society £3.10.0. 
The N.S.P.C.C. is not 
nationalised and depends 
entirely on voluntary gifts. 
To continue its vital work it urgently 
needs your assistance. 

when advising on wills and 

bequests remember the 


N-S°P-C-C 


PRESIDENT: H.R.H. PRINCESS MARGARE 






Information gladly supplied on application to The Director, N.S.P.C.C., 


Victory House, Leicester Sq. W.C.2. Phone: Gerrard 2774 
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' ... they re well worth 
considering for the following 
reasons: 7 


£3.10.0 interest per annum on each £100 invested. 34% Defence Bonds 
cost £5 each and you may hold up to £1,000 of them in addition to all 
holdings of earlier issues. Interest is paid half-yearly but income tax is not 
deducted at source. 


£3 .0.0 income tax-free bonus after Io years on each {100 invested. If 
encashed between § and 10 years the bonus will be 1%. 


100% capital security. Defence Bonds are free from fluctuations. They are 
the finest investment of their type. 


BUY ALL YOU CAN 


Obtainable from Post Offices, Banks, or through your Stockbroker 

















Issued by National Savings C~mmittee, London, S.W.?- 
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Ligtnet 
MOBILE 
STORAGE 
EQUIPMENT 


Storage space is always at a premium 

. So it’s good news indeed when you 
can more than double the efficiency of 
your storage system! And so you can 
with “ STORMOR,” the mobile all-steel 
storage equipment that is today solving 
problems in offices, shops and factories 
everywhere. The ‘* Stormor’’ Mobile Storage System dispenses with unnecessary gangways and increases 
storage capacity by 40% to 100% over the same floor area, -leaving all goods easily accessible. 


LET STORMOR SOLVE YOUR STORAGE PROBLEMS! 


Please write for illustrated brochure 


J: GLOVER. & SMS LIMMITED. te timnkens fo Hes tes 


Head O fice and Works: 47 GROTON ROAD, LONDON, S.W.18 Telephone: BATtersea 6511 


A SECURE INVESTMENT 


with protection and without anxiety is the 
DOUBLE BONUS POLICY 
















of the 
SCOTTISH AMICABLE LIFE ASSURANCE SOCIETY 
Head Office London Office 
35 ST. VINCENT PLACE | 17 TOKENHOUSE YARD 
GLASGOW, C.1 LONDON, E.C.2 











4 


Specialised BANKING FACILITIES 


The full and proper use of Bowmaker provides. specialised 
credit requires an apprecia-_ credit facilities for Industry, Com- 
tion of all its different forms, merce, Export and Import, and 
their purposes and application. will welcome your enquiries. 


ao BOWMAKER 


Industrial Bankers 


BOWMAKER LTD., BOWMAKER HOUSE, LANSDOWNE, BOURNEMOUTH, Phone: Bournemouth 7070 
London: 6! St. James's Street, S.W.!. Phone: GRO 66/1/6619 Branches throughout the United Kingdom 
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Chairman of the Board 
& President: TADAO WATANABB 


Capital: ¥ 2,500,000,000 : 
Hea‘ Office: IMABASHI, OSAKA 






San Francisco 






SAN FRANCISCO 





correspondents 





SANWA BANK 






IECES of hearthstone — instinctively 

associated with welcome fire and warmth— 
are sewn by Eskimos into their clothing to 
ensure fortitude and long life. For 77 years, we 
have helped numbers of thrifty people to 
appreciate the value of forethought and to secure 
sure protection from Life Assurance. Our 
policies are wide in scope and flexible in 





Tokyo Office MARUNOUCHI, TOKYO 


Branch: 465 CALIFORNIA STREET, 


a complete network of 186 nation- 
wide branches and worldwide 






Schemes. 








Telephone : BIShopscsate 5786 





operation. Write for our attractive leaflet 
** Life Assurance for Every. Man”, and for 
quotations for Group and Individual Pension 


Provident House, 246 Bishopsgate, London, E.C.2 














For 


PHONES: RENown 5813pbx 
CABLES : TEMTUR, LONDON 








AIR CONDITIONING 


Banks 

Factories 

Hotels 

Restaurants 
Offices 

Hospitals 
Department Stores 
Board Rooms 
Clubs, etc. 


THE BEST EQUIPMENT FOR ALL APPLICATIONS IS SUPPLIED BY 
TEMPERATURE LTD. 


TEMPERATURE LTD. 
BURLINGTON ROAD, 
FULHAM, LONDON, 


SW6. 





























CHART 
and 


COMPASS 
FoR THE SOUTH-WEST PACIFIC 


To a large extent, the navigator’s success is dependent on the accuracy of his 
instruinents and information. 

No less does this apply to the banker planning to meet the needs of customers 
having business overseas. In the South-West Pacific, you can rely on the services of 
the Bank of New South Wales—the most experienced and most widely-represented 
commercial bank-in the area. ‘The Bank of New South Wales offers a complete 
banking service at. over 850 points in Australia, New Zealand, Fiji, Papua and 
New Guinea. 


BANK OF NEW SOUTH WALES 


FIRST AND LARGEST COMMERCIAL BANK IN THE SOUTH-WEST PACIFIC 














HEAD OFFICE: SYDNEY, AUSTRALIA MAIN LONDON OFFICE: 
British and Foreign Department 29 Threadneedle Street, E.C.2 
Manager — R. J. Neal Blackwell D. J. M. Frazer, Manager 


(INCORPORATED IN NEW SOUTH WALES WITH LIMITED LIABILITY) 

















GB5309F 
TO BANK MANAGERS 
Please consult us—we have been established 
since 1772 — regarding your customers’ 
JEWELLERY, SILVER, COINS and MEDALS. 
We will gladly advise you free of charge 
SPINK & SON. LTD. 
es fee ee eee LOM we ee 











a good accountant 
deserves am... 





calculator 
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OFFICE 


Fast one-hand operation = 2S = 
* Visible dials throughout TS. (courment) 
% Reasonably priced. Write for details . . . | 31° NEW BRIDGE STREET*ECA 
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No worker can put his best into his 
job if he is worried about the future. 
The mental burden of provision for 
himself and his dependants is often 
a deterrent to efficiency, and 
although the Welfare State has 
removed the fear of actual want, it 
cannot hope to dispel all the 
financial worries which so often 
harass those who have retired. 

Today it is noticeable that firms 
with the highest proportion of con- 
tented workers are those which have 
made provision for their employees 
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by operating Pension and Life 
Assurance schemes, such as those 
underwitten by the ‘“ Legal and 
General ’’. Cost is met year by year 
and the employer’s contribution is 
treated as a business trading 
expense by the Inland Revenue. 
The resulting dividends of increased 
efficiency and greater harmony 
compensate time and-again for the 
relatively small expense incurred. 
Write to day for full information 
and advice on Pension and Life 
Assurance*Schemes. 
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ASSURANCE 


CHIEF ADMINISTRATION: 188 FLEET STREET, LONDON E.O.4 
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OTTOMAN 
BANK .hz., 


PAID-UP CAPITAL - £5,000,000 


The Bank transacts every 
description of English and 
Foreign Banking Business. 


BRANCHES throughout TURKEY and the 
MIDDLE EAST, including EGYPT, SUDAN, 
IRAQ, CYPRUS and JORDAN. 

Affiliated Institution in Syria and 
Lebanon: BANQUE DE SYRIE ET DU 
LIBAN. 


LONDON 20/22, Abchurch Lane, E.C.4 
MANCHESTER 56/60, Cross Street 
PARIS 7, Rue Meyerbeer 
MARSEILLES 38, Rue St. Ferreol 
CASABLANCA 1, Place Ed. Doutte 


ISTANBUL 






CALEDONIAN 


Incorporated by 
Special Act of Parliament 


150 YEARS 
OF INSURANCE SERVICE 






transacting 












General Manager: 
WILLIAM GRAHAM ROBERTSON 


London Office (Temporary Address): 
9 Drapers Gardens (off Throgmorton Street), 
London, E.C.2. 















ALL CLASSES OF INSURANCE 


HEAD OFFICE: 13 St. Andrew Square, Edinburgh 





Insurance Company 


A World-wide Organisation 














CHUBB & SON’S LOCK AND SAFE CO. LTD., 22 ROYAL EXCHANGE, LONDON, E.C.3. TEL. MINcing Lane 9033-5 \- 
Birmingham Bristol Edinburgh Glasgow Liverpool Manchester Newcastle-on-Tyne & Dublin, Eire 
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Despite an attack sustained over several hours — 
and despite their oxy-acetylene blowpipes—these 
burglars had their work for nothing. The Chubb 
Strong Room Door remained intact. This was not 
surprising, since nowhere in the world has a Chubb 
anti-blowpipe door or safe been successfully 
burgled. The chief reason is that they are lined with 
special Chubb blowpipe and drill-resisting alloy and 
fitted with an automatic re-locking device. In this 
particular strong room there were materials of con- 
siderable value. Small wonder that the manufac- 
turers whose premises had been entered were 


thankful that they had installed a Chubb door. 


Gr. 
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First in world-wide banking 





An extensive network of 57 overseas rapid, up-to-the-minute inform- 
branches and of correspondents in. ation on local conditions and de- 
every commercially important city velopments. The London branches 
throughout the free world hasmade _ of The National City Bank are uni- 
The National City Bank of New — quely equipped to offer advice on 
York first in world-wide : trade with the dollar area. 
banking. Whatever your business 

This great organization and wherever your interests, 
is staffed by men experienc- The National City Bank of 
ed in international trade New York is able and happy 
and banking who can offer to be of service. 


THE NATIONAL CITY BANK 
OF NEW YORK 


(ESTABLISHED 1812) 


Incorporated with limited liability under the National Bank Act of the U.S.A. 





Head Office: 55 WALL STREET, NEW YORK 
London Offices — City: 117 OLD BROAD STREET, E.C.2. West End: 11 WATE&LOO PLACE, S.W.1 





Stripey 





A bequest for seamen’s welfare ? Excellent ! 
But there are so many admirable societies working 
in this field. ‘The most experienced of bankers 
would find it confusing, were it not for King 
George’s Fund for Sailors. This central fund 

| for all sea services supports the work of more 
than 120 welfare and benevolent societies. It is 
always informed of their needs, and makes 

grants accordingly. You can tell your client that 
there is no surer way of helping our seafaring 
community than a legacy in its favour. 


King George’s Fund for Sailors 
1 Chesham Street, London, S.W.1 























Look for the Gateway 






—>in the Watermark 


If you examine each letter you 

receive, you will notice the high quality of those paper 
which have a Gateway in the watermark. 

Specify Gateway Papers to your normal supplier and be 


sure that your own stationery bears the mark of quality. 


THE WIGGINS TEAPE GROUP 


46-58 MANSELL STREET LONDON Et ROYAL 7210° 
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is prepared to undertake all 
the duties usually entrusted to 


at reasonable rates. 
Booklet on application to: 


Branches in all important Towns. 


THE OLDEST INSURANCE 
OFFICE IN THE WORLD 


| EXECUTORS and TRUSTEES 


Head Office: 63 Threadneedle Street, E.C.2 
























































THROUGHOUT THE WORLD... as in Britain 


















AUSTRALIA, vast homeland of 
9,000,000 of our cousins, is the world’s 
most abundant source of wool. 
Livestock raising, dairy farming, agriculture 
and mining — Australia’s other great 
and ever-growing industries, steadily enrich 
a young progressive nation and 
contribute mightily to the strength of the 
Commonwealth. 








AGCOUNTING & ADDING MACHINES 


put business on record 
- - - at less cost 
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ee ee = COMPLETELY VERSATILE—The ffBmat 
“CLASS 31” DIRECT-ENTRY ACCOUNTING MACHINE. 
Instantaneously adaptable to all forms and 
phases of BANK ACCOUNTING. * LEDGERs, 
STATEMENTS AND WASTE ¥%& DIVIDEND WARRANT 


AND LISTS * STAFF PAYROLL and all varieties 





of special records for particular requirements. 
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MR. J. WAUTERS 


(London General Manager of the Banque du Congo Belge, who last month became 
representative of the Foreign Banks and Affiliates Association for 1955) 
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for Linoleum for good looks and long life 


Ask N.ALA.F.IT. Headquarters, in London, how 
they rate Linoleum and vou’'ll get an answer 
covering such things as its resistance to wear, its 
quiet tread, easy maintenance. Add to these 
advantages, unrestricted scope for decorative 
; effects which Linoleum’s colour and pattern 
Design and Installation by Sa ‘ 
permit—and it is obvious why * nothing takes 


NUALA.F A Furnishing Services. 


the place of Lincleum.” 


FOR LONGEST WEAR EVERITWHERE 


LINOLEUM 


“THELMA” stands for The Linoleum Manufacturers’ Association, 127 Victoria Street London, S.W.|], 
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: A | Banker’s Diary 





SIGNS of strain upon Britain’s economy have piled up in the past month; 
raising far-reaching issues in the spheres of sterling and monetary policy; 
. precipitating a violent break in stock markets, and jerking ‘the 
The Surplus Government and monetary authorities into vigorous action. 
Runs Off providing a bewildering conjuncture that is discussed at length’ 
in our three opening articles. It now appears that the surplus: 
on the balance of payments in the second half of last year fell much faster than 
was expected last autumn; and :that im recent months Britain’s external: 
accounts may actually have relapsed once more into deficit, or at best to bare 
balance. The further widening of the trade gap in January was conclusive 
enough evidence that the deterioration in the trade returns in the last quarter of 
1954 cannot be explained away by the distorting effects of the October dock: 
strike. In the. four months from October to January exports were actually: 
slightly less than in the corresponding period twelve months before—whereas' 
in the first three-quarters of 1954 they had been 6 per cent. larger; yet imports 
in these four months were up by fully 8 per cent.—compared with a fractional 
fall in the first nine months of the year. The upshot was that the excess of: 
imports over exports in the four months together rose to a monthly average of 
nearly {63 millions, an increase of £24 millions on the year. This deterioration 
appears large enough to ‘have eliminated the surplus on the balance of pay- 
ments, which in the first half of 1954 amounted to £154 millions before the 
crediting of: defence aid, compared with {£107 millions in the second half of 
1953- 

The deterioration was, moreover, most marked in dollar trade; imports 
from the dollar area rose by no less than 28 per cent., so that despite a modest 
rise in dollar exports the visible trade deficit on dollar account reached a 
monthly average of {30 millions, nearly double that incurred in the correspond- 
ing four months a year before. At this level the dollar deficit accounted for 
nearly half of the total visible deficit. The trade returns are admittedly a 
notoriously dangerous guide to movements in the balance of payments, as 
the two sets of figures differ in both coverage and timing. It is noteworthy, 
however, that when imports are increasing the effect is normally felt earlier 
in the payments accounts than in the records of landed imports. 

What makes the recent increase in imports so alarming is that it has been 
partly caused by a factor outside Britain’s immediate control: the rise in 
world commodity prices. Between November and January import prices rose 
by 3 per cent.; this brought the increase since March to over 6 per cent., since 
when export prices had remained unchanged on balance. In 1954, as a whole, 
the terms of trade were actually a shade more favourable than in 1953, but 
between the first and second halves of the year they deteriorated by nearly 
2 percent. The Chancellor has estimated that this of itself adds £70 millions 
to Britain’s import bill; and world prices are still rising. 
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THE pressure on sterling, itself a reflection of the deterioration in the sterling 
area’s dollar accounts, had in turn become an evident source of that deteriora- 
tion—through the “‘ shunting’”’ operations discussed in our 
Vicious opening articles. The gold and dollar accounts for January 
Circle in} madean unseasonally poor showing, with a rise in the reserves 
the Reserves byamere $1 million. This rise, moreover, concealed an actual 
deficit on commercial account, since $13 millions was received 
during the month in American aid. A payment of $10 millions was made to 
the European Payments Union in settlement of the December surplus, and a 
further $2 millions to European creditors as the usual monthly instalment on 
the E.P.U. debt. That left the residual dollar account exactly in balance. 
Sales of sterling commodities do not appear to have fallen markedly behind 
their normal high level at this season—but their dollar proceeds were evidently 
not finding their way into the central reserves. The converse of losses of 
dollars through shunting deals by foreign operators is, of course, a running 
down of sterling holdings; and that may have been a direct cause of the 
improvement in Britain’s balance with E.P.U. from a deficit of £7 millions in 
December to a surplus of #4 millions in January. But, éven if the whole 
counterpart of “‘ shunting ”’ sales were to find its way into E.P.U., the effect 
would still be unfavourable to the gold and dollar balance, since E.P.U. 
balances are settled only one-half in gold. 


THREE major plans of long-term satin capital development have been 
announced in quick succession in recent weeks: a {1,200 millions scheme for 
modernization and re-equipment of the railways, a £150 millions 
Capital programme for major improvement and new construction of roads, 
Outlays and a {300 millions scheme for the erection of twelve nuclear 
Ahead power stations. Unlike a number of projects that have equally 
fired public imagination, these schemes stand a chance of satisfying 
the more rigorous tests of the economist. Both the railways and the roads have 
been so starved of new capital in post-war years that it has long been evident 
that renewed investment in them may. offer higher potential returns than 
most outlays directly in industry; whilst the ambitious bid to put Britain in 
the forefront of peaceful development of atomic energy may yet induce a more 
rational balance in the present huge and unco-ordinated capital programmes 
of the existing fuel and power industries. 

It is important to note, however, that none of the proposed schemes, 
despite the grandiose scale of the figures in which they have been heralded, 
will make any extra demand on the nation’s capital resources in the current 
year, or indeed any of note until 1957. The fifteen-year railway programme, 
about one-third of which will be financed from internal sources, leaving some 
£800 millions to be obtained by market borrowing with the aid of the usual 
Treasury guarantee and official support, is not expected to be under way 
before 1959; actual construction of the first nuclear power stations, which 
will be financed by the British Electricity Authority, again in part from 
depreciation provisions and in part from public borrowing, will not begin 
until 1957; whilst expenditure on—as opposed to authorizations of—new 
roads, which is to be provided directly by the Exchequer, will begin to rise 
significantly only in 1956-57. Even by 1960 the annual outlay under the 
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three schemes together is estimated at only £170 millions—which is not a 
great deal more than the British Electricity Authority alone actually invested 
last year. 

Moreover, not all the expenditure will be additional. Around one-half of 
the outlay on the railways is needed merely to make good wear and tear of 
existing equipment—though recently outlays have admittedly been inadequate 
even for that—and the Government has stated that the completion of the first 
nuclear power stations by 1960 or 1961 should permit a scaling down in the 
construction of new coal-fired stations—and also possibly in investment in the 
coal industry. It is conceivable, indeed, that by the middle ‘sixties the only 
new generating capacity installed at all will be atomic. This bold measure 
of planning for the future contrasts sadly with the short-sighted scale of the 
road programme. Even by 1959 outlays are planned to rise to no more than 
£50 millions annually. By then Britain will have no more than half a 
motorway and will be left with the great bulk of present inadequacies 
in existing roads—with the chaos aggravated by perhaps two million more 
vehicles. The road system still remains a most fruitful field for greater 


investment. 


AT a time when indicators of economic stability are turning sour thick and 
fast, it is particularly encouraging to note that a most significant one still 
appears to be pointing firmly in the right direction. The 
Buoyant Chancellor himself emphasized last month the close connection 
Personal between the level of private saving and of the demands he feels 
Savings bound to make for taxation. The movement of personal savings 
as a whole last year has yet to be estimated by the national 
income statisticians; but sufficient data are already available to show clearly 
that personal saving through identifiable channels at least continued at a high 
and growing rate in 1954; whilst reports from a more limited field suggest 
that the momentum has not flagged in the new year. Net saving through the 
purchase of savings certificates and defence bonds, and through the post office 
and trustee savings banks, reached {£41 millions in the six weeks to mid- 
February, 1955, compared with a mere {24 millions in the first six weeks of 
1954. This follows on the remarkable improvement that was achieved in 1954 
as a whole, when net “ small ’’ savings reached £32.7 millions, in contrast with 
a net outflow of £924 millions in 1953 and £119 millions in 1952. It should 
be noted, however, that the improvement last year gathered momentum after 
the increase in the permitted limits of holdings of savings certificates and 
defence bonds made on November 1, so that part of the inflow since then 
probably represents merely a transfer from other channels of saving. 

But it is now clear that for the most part the improved performance of 
‘“small’’ savings was in fact a reflection of a general increase in personal 
thrift. The two major non-Governmental channels of personal savings, the 
life assurance offices and the building societies, both attracted a considerably 
larger volume of funds. The increase in total life funds appears to have well 
surpassed {250 millions in 1954. The figures of the building societies are 
also still incomplete, but the societies that have published their returns so far 
(which account for about 85 per cent. of the movement) report an increase in 
net shares and deposits from £122 millions in 1953 to £172 millions last year 
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a rate of increase that may, however, be slightly swollen by the fact that 
the returns exclude those of the Halifax Society which pays lower rates on 
its borrowings. 

Also highly successful as savings institutions last year were the trustee 
savings banks. An impressive pace of physical expansion in the movement 
—the number of branches increased from 800 in 1946 to 1,300 at the end of 
1954—combined with the attractive facilities offered by the special investment 
department, which pays interest at 2? and 3 per cent., has enabled the trustee 
banks to achieve a steady expansion in deposits in recent years. In the 
twelve months to November 20, 1954, the total balances held by depositors 
rose by £55.7 millions—of which fully £49 millions accrued in the special 
investment department, compared with {22 millions in 1952-53. This expan- 
sion contrasts with the decline in deposits still suffered by the Post Office 
savings bank—a decline that must be attributable mainly to the fact that 
this is the only institution to have made no concession whatsoever to the small 
investor after the rise in interest rates in 1951-52. Interest on Government 
tax reserve certificates, in contrast, is periodically brought into line with 
major market movements. Last month the rate on new certificates was 
restored to the level of 1} per cent. that obtained after the increase in Bank 
rate of March, 1952, until the reduction to 1 per cent. in July of last 


year. 





THE reduction in the Bank of Canada’s rediscount rate from 2 per cent. to 
13 per cent. in mid-February presents a neat contrast with the upward move- 
ments in the London Bank rate. For the Canadian dollar, like 
Flexibility sterling, had been weakening on exchange markets; a decline 
in Canada that began in late January had by the eve of the increase in 
the rediscount rate knocked 1} cents. off its premium over the 
U.S. dollar, reducing it to under 2 cents. The explanation is, of course, that 
Canada in its strength can afford a larger latitude in its internal policy without 
fear of undue external strain. The Canadian dollar was freed from its fixed 
peg late in the autumn of 1950 in order to provide a degree of insulation 
against American inflation by allowing the rate to rise. Now that the force 
of incoming investment moneys has eased, a reverse movement of the exchange 
is reasonable. 

The primary cause of the recent fall in the Canadian dollar appears to 
have been a growing outflow of short-term funds to the United States, 
prompted by the diverging trend of short-term interest rates. During most 
of 1954 the Treasury bill rate was falling in both countries, but the upturn 
in the rate in the United States in December was not matched in Canada; by 
mid-February the rate had fallen further to 0.84 per cent.—o.3 per cent. 
below the U.S. bill rate. The Canadian authorities were not only unprepared 
to make the necessary adjustment in their monetary policy to bring the rate 
into line; they were anxious to strengthen the effectiveness of that policy 
itself, which had gradually been undermined by the growing spread between 
market rates and the Bank of Canada’s rediscount rate at 2 per cent. It was 
in an attempt to improve the sensitiveness of central monetary control that 
arrangements were completed in the summer of 1954 to establish an inde- 
pendent money market, thus providing, on the London pattern, an inter- 
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mediary link between the central bank and the chartered banks.* It is now 
hoped that the reduction of Bank rate into closer contact with market rates 
will restore the Bank of Canada’s effective influence over the money market. 
In this way it is hoped to build up a fully flexible structure of monetary control 
—a wholly appropriate accompaniment of existing flexibility in the external 


economic sphere. 


THE tendency for private industry and trade to lean more heavily on the 
banks, ‘which became marked in the second half of 1954, appears to have 
continued in the early new year. The latest return of the 

Credit clearing banks available as this issue of THE BANKER goes to 
Trend Still press records a fall of £4.9 millions in advances in the first 
Upward nineteen days of January (compared with a fall of {12.1 
millions in January, 1954) and an increase of {6.7 millions in 

commercial bill portfolios. In fact it is doubtful whether advances actually 
fell at all in January, since the year-end totals were exceptionally swollen by 
intra-bank clearings; Lloyds Bank, which is the only bank to separate this 
item, shows a fall of {11.1 millions in items in transit. The true trend of 
bank lending to the private sector is clearly shown only by comparison of 
the statement for mid-January with that of November last. In the two 
months advances rose on balance by £33.7 millions—almost twice the increase 
recorded twelve months before; whilst the banks’ holdings of commercial bills 


Jan. 19, Change on 
1955 Month Year 
{m. fm. £m. 
Deposits... by +" ‘i 6718.2 ~ 222.9 + 261.6 
“Net ’’ Deposits* .. sd 6474.4 84.0 + 242.3 
ot 
Liquid Assets oa - ats 2315.2 (34.4) - 66.7 - 23.8 
Cash .. is is s3 545-9 (8.2) - 25.4 + 19.9 
Call Money .. és - 486.3 (7.2) - 11.4 > 39 
Treasury Bills a - 1162.3 (77.3) — 36.7 91.7 
Other Bills... i C3 120.7 (12.8) -}- ee 44.3 
luvestments and Advances a 4243.1 (63.2 7.0 + 271.3 
Investments .. ‘3 e 2350.7 (35.0) —- 2.1 + 73.6 
Advances i] ei i 1892.4 (28.2) —- 4.9 + 197.7 


*After deducting items in course of collection. ftRatio of assets to published deposits. 


were up by £38 millions, that is by no less than 46 per cent.—though part 
of this expansion certainly reflected net purchases of existing bills rather than 
the provision of new finance. 

In the early weeks of the new year, however, the dominant influence on 
bank credit is always exerted by the Exchequer, which repays the banks, 
directly or at one remove, from the proceeds of the seasonal spate of tax 
revenue. This year the repayments were appreciably smaller than usual, and 
net deposits fell by only £84 millions—compared with falls of £138 millions 
twelve months before and of {110 millions in January, 1953. Yet, after 
allowing for receipts from small savings and for the drain caused by repay- 
ments of tax certificates and the fall in the active note circulation, the net 





* The establishment of the money market was discussed in detail in an article by E. P. Neufeld 
entitled ‘‘ Changes in Canadian Banking ’’, published in THE BANKER of September, 1954. 
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surplus on the Exchequer’s internal finances in the nearest comparable period 
appears to have been at least £120 millions larger than its apparent repay- 
ments to the banks. A good portion of this discrepancy must be caused by 
the fact that the Exchequer returns cover three days more than the banking 
period; but on the other hand it now appears that the surplus on the balance 
of payments, which makes a corresponding demand for sterling on the 
Exchequer, had probably run off by early January. The fact that certain 
Exchequer outgoings remain unaccounted for on this analysis provides some 
support for the evidence apparent in the markets at the time that in the early 
new year the authorities were giving a fair amount of support to gilt-edged. 


It was officially confirmed in South Africa last month that the Union is no 
longer bound by its undertaking to sell to the United Kingdom a minimum 
of £50 millions of gold a year. News to this effect had 

South Africa reached London from unofficial sources already in mid- 
and December; and, following shortly as it did after the election 

Sterling to the South African premiership of Mr. Strijdom, the leader 

of the extremist wing of the Nationalist Party, it appeared 
to some observers at first sight as the first external result of the Union’s 
swing towards greater nationalism and isolationism in economic policy.* 
The recent statement by Mr. Eric Louw, the Finance Minister, however, makes 
plain that the gold agreement simply expired at the end of the year. 

The refutation of the suggestions that the change was politically motivated 
has done much to relieve earlier anxieties; for it has been clear from the outset 
that the rescinding of the agreement itself is unlikely to have any immediate 
effect on the sterling area at all. South Africa has in recent years been selling 
gold in London appreciably in excess of the guaranteed minimum; in 1953 its 
sales amounted to £78 millions, whilst in 1954, attracted by the unrivalled 
facilities of the reopened London gold market, they reached nearly {100 
millions. 

South Africa can, of course, convert the registered sterling it receives in 
exchange for its gold into dollars; but at present it still has a substantial 
need for sterling, to cover its payments deficit not only with Britain but also 
with European and other non-dollar countries with which it settles its accounts 
through London. The ending in discrimination against dollar imports more 
than a year ago has not as yet reduced purchases from Britain; and last 
month the Union made further relaxations in import restrictions, with the 
promise of the ending of all quantitative control by the end of the year. 

The one circumstance in which the ending of the South African under- 
taking might effectively harm the rest of the sterling area is that of a renewal 
of large-scale capital outflows from the United Kingdom, reducing the Union’s 
sterling requirements on current account and consequently also Britain’s net 
receipts of gold or dollars. In that case the U.K. authorities might find it 
necessary to end the concession, now wholly unrequited, that gives South 
Africa free access to the London capital market. It is doubtful, however, 
whether such a step will in fact be necessary; and for the present the effective 
links between South Africa and sterling remain unchanged. 


* See for example ‘‘ South Africa at the Crossroads ’’, by B. J. P. Woods, in the January 
issue Of THE BANKER. : 
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THE FREER ECONOMY 
FACES ITS TEST 


The threat to Britain’s prosperity has come sharply to a head in the 
past month, provoking vigorous action by the monetary authorities. Bank 
vate, raised twice in four weeks, now stands at its highest for more than 
twenty years. The Exchange Account is intervening in overseas markets 
in support of “ cheap”’ sterling, thus buttressing the system of unofficral 
convertibility achieved through these markets. And legal and —— 


restraints have been reimposed upon lure purchase. 

These dramatic moves do not mean that Britain faces an economic emer- 
gency such as that of three years ago, but the issue at stake 1s of equal 
importance. It is not only Britain's prosperity, but the whole policy of 
freeing the economy, that is being put to the test. The success or failure of 
these efforts may determine whether Britain eventually goes backward or 


forward along this road. 
The first of the three articles below explains the new measures and relates 


them to this wider issue. The second article considers how far monetary policy, 
as developed in these past three years, can yet provide the efficient regulator 
that a free economy must have; and the third traces in detail the strains put 
upon sterling by the clash between liberalization on the one hand and restricted 
convertibility on the other. A further article, on page 155, assesses the scale 
and nature of the problem of hire purchase. 


Implications of 42 per Cent. 


N the City the awakening to danger has been violent and acutely painful. 
| vet the shock there seems to have differed only in degree from that experi- 

enced a few weeks earlier by the Government and the monetary authorities 
themselves. The mounting inflationary pressure and the deteriorating trend 
of the balance of payments had indeed been apparent to them, as to many 
others, for some months; but when the first precautionary move was made at 
end- January, in the shape of the increase in Bank rate from 3 to 34 per cent., 
they plainly still hoped that nothing more than a warning shot might be 
needed. Full realization came only in the ensuing fortnight. 

It then became clear that the cushion of a surplus on the balance of pay- 
ments had already been flattened out, under the combined pressures of fast- 
mounting domestic demand and a worsening of the terms of trade. Moreover, 
both sources of pressure were still growing. The boom in domestic consump- 
tion was being spurred on by hire purchase, by actual or “‘ paper”’ profits on 
equities, and by the over-optimism born of over-full employment; and this 
rising consumption was bound to clash head-on with the maturing investment 
projects started by the fiscal and psychological stimuli of these past three 
years. A more serious inflation lay ahead, threatening a steeper rise in 
imports and a more severe lag in exports—at a time when the terms of trade 
are likely to deteriorate further. Though the external account may not be 
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far out of balance at present, it threatened to relapse into large deficit during 
the course of the year. 

Yet sterling was already under strong ‘fire from other directions as well— 
from the rising expenditures of the overseas sterling area and from the many 
ambushes for which the present system of exchange control provides both 
cover and opportunity. The gap through which the. shunters operate had 
opened up again between the rates for transferable sterling and officially con- 
vertible sterling, and lack of confidence was keeping it open.. The freeings in 
commodity markets and import policy and in transferable sterling itself had 
made the exchange, and the reserves, more vulnerable to bad weather than 
before. _ : i 
As. these facts emerged, the City took fright. Intoxicated by the evidences 
of record business activity and public spending, the booming equity markets 
had at first gone blithely on: in the week following the. 4 per cent. rise in 
Bank rate the ordinary share index of the Financial Times had actually risen 
almost another five points, to its peak of 197.5 on February 3, and even the 
gilt-edged market was holding its ground. Ten days later, as both the extent 
of the danger and the failure of the first rise in Bank rate became apparent, 
the speculators were tumbling over themselves in the effort to get out before 
the inevitable toughening of policy was announced. This anticipatory 
scramble knocked g per cent. from the index in just over a week. 

But if most people in the City foresaw unpleasant measures, few under- 
stood that there was—and still is—much more at stake than Britain’s short- 
range equilibrium. This is the first test not only of the prosperity built up 
in these past two years but of the whole economic philosophy that has been 
re-born in this exciting phase, bringing to so many sectors a stimulating 
switch from controls towards freedom. The real risk was not that the 
Government would do nothing to stop the drift towards crisis but that it 
would lack the faith and courage to use the only brakes that are consistent 
with a free economy, and would try instead to re-impose the discarded physical 
and direct controls. Especially in the exchange sphere, the risk loomed large. 
As a later article fully demonstrates, there seemed no way of tackling the 
problem of the dual rate for sterling except by either going forward to formal 
convertibility or backward to tighter exchange controls. A similar choice 
seemed to present itself in the newly-freed commodity markets and in import 
policy, and perhaps in the domestic sphere too. 

Had the Government reked on “ planning ’”’ expedients at this critical 
testing-time, the philosophy of the freer economy might have been so dis- 
credited as to have made it impossible to resume the forward march for a 
long time to come; and this is a road on which it is hazardous to loiter 
midway. In the event, the Government has taken a strong step forward in 
monetary policy, a less certain step forward in exchange policy and a backward 
step in hire purchase. The net result is a notable advance, and perhaps a 
sufficient one. But it is not yet clear whether this choice was impelled by 
honest faith or mainly by the sheer fact that the vehicles of control and 
retreat could not be quickly made roadworthy again. 

For the control of domestic inflation, which is crux of the problem in all 
its aspects, the Government is evidently prepared to put its trust in monetary 
policy, though Mr. Butler’s jubilant comments upon the behaviour of sterling 
on the morrow of the new measures still leave room for. doubt :about how 














IMPLICATIONS OF 4% PER CENT. 133 








sustained 4 pressure he is prepared to exert on the domestic economy. The 
impression created is that if sterling recovers and holds firm for a while, all 
our troubles will be over—which could be a dangerously shortsighted view. 
At all events, the decision to raise Bank rate by a further full point, to 44 per 
cent., instead of simply by the “ other half ’’, was plainly dominated by the 
simultaneous decision to allow the Exchange Account to intervene in the 
markets for transferable sterling. 


THE NEW EXCHANGE ACCOUNT TACTICS 


This is an attractive compromise between the two alternatives of ultimate 
choice indicated above. The problem of the dual rate for sterling was not 
troublesome so long as the margin between the two rates was narrow, and 
the authorities evidently hope to reduce it to the point at which shunting 
operations and other similar stresses will cease to be important. If the effects 
of their new ability to squeeze the bears in these markets are reinforced by 
a general growth of confidence in sterling, the foreign exchange that is 
expended in supporting operations should be less, perhaps much less, than 
would have been lost by shunting of the old pattern. But this decision 
makes the de facto convertibility of sterling through these markets several 
degrees less “ unofficial’’. It virtually acknowledges the two-tier system of 
sterling convertibility—formal convertibility for some sterling at a rate within 
the “‘ gold points ”’ of the fixed parity, and informal convertibility for almost 
all other non-resident sterling at a floating rate. 

If the policy of the Exchange Account were in fact to keep the unofficial 
rate at or very near the official market rate, the two systems would then 
appear almost indistinguishable from full convertibility, because no financial 
penalty but only a difference of procedure would be exacted for the informal 
convertibility. Therefore, if all goes well, the authorities will be able to reap 
credit overseas for having taken a big step towards convertibility without 
incurring the political odium at home that an overt decision would involve. 
But, if things go less well, the way for retreat is still open. The Government 
has given no new commitment whatever: the Exchange Account is not under- 
taking to support transferable sterling at any given level, or even to intervene 
at all. If the pressure were to rise again, the Exchange Account would be 
entirely free to retire from the scene, to let the rate go and conserve its 
ammunition, and to risk instead a revival of losses through shunting. 

In those circumstances, of course, the expedient would have wholly failed; 
and, plainly, the Government is not embarking upon it as a short-run con- 
fidence trick upon speculators but rather in the hope that it will serve as an 
effective holding operation for the freer system until such time—not before 
the next general election—as a move to formal convertibility becomes feasible. 
This, undoubtedly, is the key to the decisions that have been taken in domestic 
monetary policy. Obviously, the new plan in the exchange market cannot 
succeed except in the very short run unless domestic inflation is brought 
under control and the underlying position of sterling made secure; but if 
that were done, then even the former system in the exchange market would 
be supportable. The restraint needed at home may be small when related to 
the total of national expenditure, but to exert it sufficiently upon an ebullient 
economy must take some time, and meanwhile the problem in the exchange 
market was becoming acute. 
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Therefore there was need for quick-acting measures to appeal to foreign 
opinion, to strike at speculation against sterling and to attract mobile short- 
term funds. For these purposes, and in these circumstances, a 44 per cent. 
Bank rate, and an effective one in terms of market rates, was the only possible 
move. After the failure of the first half per cent., the “ other half ’’ would 
have seemed quite undramatic, though for the purposes of domestic control 
alone a fully-reinforced 4 per cent. rate might have sufficed. Once the 
announcement about exchange intervention had been made, the authorities 
were obliged to ensure a rise in the transferable rate at the outset. And the 
only way of underwriting the experiment, and of preventing their support 
operations from opening a new door for possible serious losses, was to make 
their gesture to overseas opinion and their bid for arbitrage funds demonstrably 
adequate. 


RESPONSE TO THE BANK RATE SHOCK 


The first results have been heartening. Transferable sterling has indeed 
responded smartly, though it relapsed a little from its best; and in the official 
market—still the only market in London—the dollar rate has recovered to 
$2.782, apparently without support. The shock of the 43 per cent. Bank rate 
burst upon an equity market that had rallied strongly on the previous day; 
it sent° the index down by seven points, to the accompaniment of 3- and 4- 
point falls in long-term gilt-edged—losses that were partially recovered on the 
following day. In the money market the effects were equally dramatic. 
On the previous Saturday the Bank of England had begun new and aggressive 
tactics to make its rate effective. On each of the four days before the move 
to 44 per cent. discount houses had been forced “ into the Bank ’’, and the 
pressure had been steadily stepped up until total borrowings (some extending 
to eight days) reached some £40 millions. The Treasury bill rate was therefore 
bound to rise closer to Bank rate at the ensuing tender in any case; in the 
event, the average allotment rate rose by I 15/32 to 3 25/32 per cent. and the 
discount market tendered at an even higher rate. The clearing banks’ 
minimum rate for short loans had meanwhile been raised, in step with Bank 
rate, to 23 per cent. for loans against all forms of approved collateral, but, 
as the following article explains, this minimum rate now extends to only 
about two-thirds of the banks’ short money, the remainder commanding 
higher rates. The maximum allowance on deposits at seven days’ notice was 
raised to 24 per cent. 

The forthrightness of these measures, which carry rates to their highest 
since the crisis of 1931 (when Bank rate reached 6 per cent.), seems to imply 
a determination to use the orthodox money weapons as firmly as is necessary 
to keep domestic demand from overreaching itself. Yet there is some doubt 
about this, even now. The new controls over the terms of hire-purchase 
contracts, and the proposal to take permanent powers for this purpose, are 
one source of doubt. The new restrictions, admittedly, are not drastic ones,. 
and, as the article on page 155 argues, it has yet to be shown that they can 
succeed where the earlier controls failed. But they have been coupled with 
a request to the Capital Issues Committee and the banks and accepting houses. 
to “‘examine more stringently’ any application for hire-purchase finance. 
Having determined upon a strong monetary policy in general, the authorities 
would have done better to have left this matter to the judgment of bankers 
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instead of blurring the issue—and the City’s only slowly reviving under- 
standing of the meaning of the market system of monetary control. To 
promote this understanding is, indeed, the most vital of all the pre-requisites 
of a safely functioning free economy in this era of full employment. The 
freer system will not have come through its first testing until it has been 
shown that the monetary regulator can work a good deal more surely and 
smoothly than it has done in these past six months. Nor will the economy 
and sterling be restored to sure equilibrium if the money pressure is much 
abated as soon as psychological factors and arbitrage funds have restored the 
rate in the exchange markets. 





Money Regulator on Trial 


EHIND the events of the past six months there looms one ultimate question, 
never yet squarely faced, that dwarfs all others—the feasibility of a freely 
functioning private enterprise economy in a world determined to sustain full 

employment. If there is to be a hopeful answer, it is upon monetary policy 
that the first responsibility for practical demonstration must lie. If that 
policy, working with budgetary policy, cannot safely sustain Britain in equi- 
librium as an economy of free markets, then all the discarded interferences and 
arbitrary controls will be liable to come back one by one. And as those dis- 
carded controls did not sustain equilibrium either, the new planned economy 
would be likely to be even more tightly dragooned than the old. 

Monetary policy is now on trial as a normal regulator. It faces its test 
precisely because Britain in these past six months has been suffering stresses of 
a kind that must be regarded as almost a normal recurrence in a fully employed 
economy. In the crisis of 1951-52 monetary measures were used for emergency 
purposes with telling effect—but chiefly because their natural psychological 
power was greatly enhanced by the sheer suddenness with which a forgotten 
weapon was unsheathed and because it was flanked by the unorthodox bludgeon 
of compulsory funding operations. It is only now that monetary technique is 
being tested as a restraining force for more normal occasions. It has to show 
itself to be a satisfactory regulator as well as an emergency weapon, and its first 
and normal duty must be to keep the economy from drifting to the point of 
emergency. It will not pass this test unless it comes into play much sooner, 
and with much less violence, than it has done on this occasion. 


FAULTY DIAGNOSIS—AND SHORT MEMORIES 


Its potential effectiveness, as a recent series of articles in THE BANKER 
argued at length,* must depend upon the flexibility of the whole monetary 
mechanism and upon the skill and vision of the authorities themselves. In 
the drive towards flexibility the authorities from 1951 onwards did give a 
good lead; and, given the inertia that had to be overcome after twenty years 
of atrophy of money techniques, very heartening progress has been made. 





* Articles in the issues of September, October and November last, now collected into a 
pamphlet entitled ‘‘ Monetary Policy in Full Employment ”’. 
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But the onset of strains upon the economy and upon sterling moved faster 
still, and official diagnosis of the trouble was also at fault. The “‘ no-change ” 
implication of the end-November conversion, and the speeches from a Treasury 
Minister telling the business world “‘ not to be frightened by success ’’, both 
gave mistaken reassurance. The first increase in Bank rate, delayed until 
January 27, wholly failed; and from that there are some important lessons to 
be learned. 

That } per cent. might have had notable effect if the banks and stock 
markets had remembered what an increase in Bank rate means and may 
portend. But this was the first increase, apart from the emergency moves of 
1951-52 (and also 1939), for nearly a quarter of a century, and the City had 
forgotten. Moreover, an impression got abroad that the authorities were 
rather apologetic about their move, and also hoped that bill rates, though left 
free, would not rise too sharply. 

In all these circumstances, the $ per cent. move wholly failed to exert any 
vis ble restraint. The beginning and end of Bank rate’s task, the City 
seemed to be arguing, was to stiffen sterling by so regulating the interest rate 
differentials as to attract foreign funds, and perhaps to do so also by fostering 
overseas confidence in the “ determination’ of the London authorities. 
A rise in Bank rate is indeed designed to have these effects, but if that were 
its only intent and effect there would be few occasions on which it could be 
a satisfactory regulator. If the source of sterling’s weakness is a deterioration 
in the balance of payments, it may be positively dangerous to prop up the 
rate by short-term borrowings overseas—except as a means of giving time for 
more fundamental correctives to develop through a restraint exerted upon the 
domestic economy. Normally, the more important part of the task of Bank 
rate, in conjunction with the other devices of monetary policy, is to exert 
this restraint. 

NEED TO BUTTRESS RATE-ACTION 

But if the restraint has to work wholly or mainly through the direct impact 
of higher rates upon the ultimate borrowers, the rise in rates, as the Bank’s 
second move has shown, may have to be abrupt; and the whole mechanism 
works more clumsily than is either necessary or is likely to be tolerated in the 
long run. It is necessary always to invoke the additional forces of general 
psychological restraint and of pressure upon lenders, so that they become more 
cautious in their lendings. 

In a sensitive and properly working market system, this caution can be 
induced almost automatically. The traditional power of Bank rate over the 
banking system was founded on the banks’ knowledge, born of experience, 
that the monetary authorities could—and if necessary would—always make 
their policy effective by direct intervention in the market in order to tighten 
the cash base or liquidity ratios of the banking system. The former extreme 
sensitivity of the London market depended, indeed, upon the readiness of the 
banks and market, choosing the path of wisdom and prudence, to take a hint 
without waiting for the big stick to be wielded in the market. But on this 
first occasion of a ‘“‘normal”’ rise in Bank rate they seemed hardly 
less obtuse than the stock markets. Only the bill market remembered the 
rules of the game—and then was scolded for playing it too vigorously. There 
was no sign at all of the necessary tightening of bank lending standards, which 
for some time before had been becoming less exacting. As for the authorities, 
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they too seemed to have forgotten the classical precept that if the hint is 
ignored it must be driven home by open market operations. More than a 
fortnight elapsed before they went into action—after leaving the chastened bill 
market to reduce its rate. 

All of which goes to show that, for all the notable progress that has been 
made towards monetary flexibility in these past three years, understanding of 
the real workings of the money mechanism has grown more slowly, especially 
in the clearing banks, than had been supposed. The first rise in Bank rate 
did indeed provide the occasion, as THE BANKER had foreshadowed, for 
important moves towards a more rational pattern of rates, all of which will 
improve the mechanism. For the first time since the war a margin has been 
opened up between the clearing banks’ agreed maximum interest allowance 
on deposit account balances and their minimum charge for short loans. In 
response to the } per cent. rise in Bank rate, the deposit allowance was raised 
by only } per cent., to 1} per cent., while the basic short money rate, that 
for loans secured by Treasury bills, was raised in step with Bank rate, by 4 per 
cent. to 1? per cent. The arbitrary distinctions applicable to loans against 
commercial bills and bonds were simultaneously abandoned, so that rates for 
loans thus secured were in effect raised by only } and } per cent. respectively 
(to 1? per cent.). The return to the principle of a margin between the two 
major rates, which the banks feared might lead to the withdrawal of large 
mobile deposits for direct investment in bills or call loans to the market, 
has been buttressed by a curtailment of the notice required for time deposits 
from twenty-one to seven days. Finally, the recent devious efforts of 
individual banks to increase the proportion of short money lent at rates 
above the minimum have been consolidated into a new understanding: only 
about two-thirds of the money is now being treated as “‘ good money ”’ com- 
manding the minimum rate. The renewal rate for the remainder is normally 
1 per cent. higher, but is in principle variable, while “‘ fresh ’”’ loans, of course, 
command the rate of the day. These new relationships and arrangements were 
all retained when Bank rate rose to 44 per cent. 

But these improvements, even when added to the narrowing of the margin 
between market rate and Bank rate that has resulted from the Bank’s new 
‘“ open market ”’ tactics, are very far from being sufficient to make the money 
mechanism the smooth and quick-acting regulator that is urgently needed. 
The knowledge now that the authorities are prepared to raise rates abruptly 
when danger looms near will be a powerful influence in future; but it will not 
help much to create a sensitive mechanism if at other times official tactics are 
fumbling or too soft, as they have been in recent months. The tautening of the 
rein upon the short loan market marks an important advance, but it should be 
realised that, until the banks lose their obtuseness, this instrument too depends 
for its effectiveness upon the deterrent or inducement of higher rates as such, 
rather than upon any effect upon the credit base. Its effectiveness in that 
second sense is conditioned by the level of liquidity ratios and the banks’ 
responsiveness to changes in them. But to bring this other vital instrument 
into play calls for much longer sight than has been shown in the gilt-edged and 
funding policies of recent months. The major lesson is, indeed, that the money 
mechanism will never be an adequate regulator unless it comes naturally and 
smoothly into play as the pressure mounts, instead of being jolted into action 


only when a severe build-up has occurred. 
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Convertibility in Midstream 


HE problem of sterling that the Government is trying to solve by the 

measures announced at the end of last month goes very deep, and the 

only way to gauge the Government's chances of success is to sound these 
depths. The problem reflects not only the current pressures on the economy but 
also the special pressures that arise from trying to make a free market 
mechanism work while controlling its freedom. It is this conflict of objectives 
that sets up peculiar stresses such as those revealed in “ shunting ”’ operations 
and more devious devices—technical activities that are of much more than 
technical significance. This article examines each of these three aspects of the 
sterling problem in turn—the general pressures, the technical and psycholo- 
gical ones, and the difficult choice that confronted the Government between 
retreating into greater control or advancing towards greater freedom. 

The situation in the official exchange market in this policy-forming phase 
can be briefly described. Sterling remained weak at a time when by all seasonal 
precedents it should have been strong. Three weeks after the increase in Bank 
rate from 3 to 33 per cent. there was still no sign of the hoped-for effect on the 
Exchange market. The resultant rise in short-term money and discount rates 
had duly attracted a fair volume of foreign arbitrage money to the London 
market; but whilst the forward resales of the sterling acquired for these 
arbitrage operations had sent the forward quotation for sterling to a discount 
on the dollar, the spot purchases had produced no perceptible favourable 
impact. For fully a month, indeed, the spot rate for sterling in terms of the U.S. 
dollar had been bumping very close to the floor of the permissible range of 
exchange fluctuations. On many occasions it would have dipped below this 
floor of $2.78 if it had not been for appreciable intervention by the Exchange 
Equalization Account. 

Wuy STERLING WEAKENED 


What were the reasons for this weakness of sterling and for the lack of any 
response to the stimulus of rising money rates? The basic cause, undoubtedly, 
was the deterioration of the balance of payments that began in the third quarter 
of last year and became more pronounced thereafter. The extent of this 
trend was obscured for a time by the disturbing effects of the dock strike, 
but it is now clear, as a note on page 125 explains, that it has gone a good deal 
further than had been generally assumed. Exports, as the Chancellor pointed 
out last month, are lagging dishearteningly behind the steepening climb of 
imports; and for the second half of 1954 the current account as a whole is 
likely to show only a meagre surplus—in contrast with the £154 millions 
earned in the first half of 1954 and the £107 millions for the second half of 
1953. his means that the external cushion that was assumed still to exist 
has now disappeared. At best, Britain may be just about breaking even 
now, and it may have relapsed into deficit. 

The deterioration that has already occurred in the balance of payments 
—itself a reflection of the pressure of the domestic market combined with 
some worsening of the terms of trade—was not, however, the whole cause of 
sterling’s weakness. Its effect has been strongly reinforced by the rise in 
sterling area imports and by psychological forces, as well as by some technical 
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ones, notably the growth of “shunting ’’. In the recent past, the dominant 
psychological force has doubtless come from the effect upon overseas opinion 
of the signs of inflationary drift in Britain, of the lurking suspicion that the 
British authorities might not be disposed to resist it sufficiently, and of the 
prospect that America’s revival and world political forces will cause Britain’s 
terms of trade to worsen further. These considerations have all been super- 
imposed upon that other influential factor—the psychological effect of the 
postponement of the voyage to convertibility. 

Twelve months ago sterling was willingly held by non-residents because 
they believed it to be bound fairly rapidly not only for convertibility as such 
but for convertibility based on either a floating rate or a wider spread for 
fluctuation, which seemingly offered the chance that the rate might soar beyond 
the ceiling of $2.82 against which it was then pressing. Lately, it had seemed a 
currency against which to take precautions; to be held only on the minimum 
scale required for working balances or against the shield of forward sales. This 
turn in sentiment occurred last September, although the decisions about the 
change in tempo of the “ collective approach ’’ to convertibility must have 
occurred rather earlier than this. Mr. Butler’s speech at the I.M.F. meeting 
made it quite clear to the most informed and perceptive audience in the 
world that no formal move would be made to convertibility before the next 
general election in Britain. After that speech there was no more building up 
of sterling balances; and a number of speculators who had bought transferable 
sterling on the confident assumption that convertibility would merge it with 
official sterling into a homogeneous, convertible non-resident sterling began 
to unload. 


SHUNTING IN Two DIRECTIONS 

It was in the market for transferable sterling, therefore, that the change 
in sentiment last autumn was most apparent. Early in 1954 the rate for 
transferable sterling had climbed within the “ gold points” of the official 
parity, and by end-April it was standing well above $2.79. About the middle 
of the year it began to slide gently; but did not collapse until after the 
Chancellor’s speech; then it fell from $2.76} to $2.72 within a fortnight. Its 
low point was $2.70?, touched towards end-November; and until the Exchange 
Account’s unexpected intervention late last month, it was generally hovering 
between $2.714-?, showing a discount of nearly 3 per cent. on the rate in the 
official market. 

This discount was not large by the standards of the earlier days of ‘‘ cheap ”’ 
sterling. During the 1951 crisis it was around 14 per cent. In recent years, 
however, the technical scope for operations designed to exploit the disparity 
between official and transferable rates has improved in many ways, so that, 
although the discount was relatively narrow, the distortion it produced in the 
normal pattern of international trade has probably never been larger. The 
most decisive technical change was the great extension effected last March of 
the transferable sterling account area. That area now covers the whole world 
outside the dollar bloc, the sterling area and—an unimportant exception— 
Turkey. Formerly, moreover, movements of funds between transferable 
account countries were officially authorized only if they were the counterpart 
of current commercial transactions between those countries. Now there is 
no such. restriction; movements of sterling between transferable countries are 
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free, whether on current or capital account, a freedom that has greatly widened 
the “‘ transferable ’’ market. 

The potential scope for shunting has been much enlarged, too, by the 
reopening and freeing of commodity markets, and by the considerable 
liberalization of Britain’s import trade. In many commodities, including 
copper and coffee, dealings in London are genuinely free, and are not subject 
to any consideration of the currencies in which payments are made, whether 
for imports or exports. For example, copper for which dollar expenditure 
has been incurred can be bought in London and re-exported to a destination 
from which sterling payment is made. Again, as is well known, no less than 
go per cent. of Britain’s imports on private trading account from the O.E.E.C. 
area are now freed from all import licensing. It is less well known that the 
same process has gone a long way in dollar import trade. About 70 per cent. 
of the goods imported by Britain from the dollar world now come in on 

“‘@pen general licences ”’ 

Given these new freedoms in payments and trade, the re- emergence of 
even a moderate discount on transferable sterling acquired a special signifi- 
cance. The considerable distortion of trade to which it gave rise has been 
eating into Britain’s dollar income and was certainly an important cause of 
the persistent weakness of sterling in the official market. This distortion has 
been evident in two broad directions of trade—the export of sterling area 
produce to dollar countries and the import into Britain of such dollar goods 
as can be re-exported to transferable account countries. 

The distortion in the first of these is the more familiar and probably the 
more important. Especially significant recently—as, indeed, in the earlier 
phase of commodity shunting—have been the transactions in tin. Dutch, 
Swiss and other continental merchants have bought Malayan tin either in 
Singapore or through the London market and have exported it, more often 
than not without going through the formality of transhipment, to the 
United States. They have then converted the dollar proceeds into sterling in 
the “‘ transferable ’’ market; and, with the discount on transferable sterling at 
anything above 2 per cent., they have been able to complete the triangle 
profitably and in the process to dislodge British merchanting firms from their 
long standing commercial connections with buyers in the United States. 
Shunting of this character had lately become the rule rather than the exception 
in the dollar trade in a wide range of sterling area commodities—most notably, 
apart from tin, in rubber, cocoa, and diamonds. In the circumstances it is 
hardly surprising that the commercial offer of dollars and demand for sterling 
in the foreign exchange market, which should have reached a peak in recent 
weeks, should have constituted a pathetic trickle. 

Shunting of a different character has also been proceeding in the opposite 
direction, by a funnelling through British merchants or intermediaries of 
imports from the dollar area that are destined for the Continent or for other 
parts of the transferable account area. In recent weeks supplies of dollar copper 
and coffee intended for the Continent have followed this route. So have 
certain types of American machine tools and machinery. 

In the first type of shunting it is the cheapness of transferable sterling 
that provides the primary motive force; in the second type the force is really 
the same, but it presented itself the other way round—in the guise of the 
“cheapness ”’ of dollars when obtained through the London official market 
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(and often, in effect, from the Exchange Account) on behalf of holders of 
transferable sterling. But in both cases the broad effect is the same: Britain 
forgoes dollar income or incurs dollar outlay, but receives the approximate 
equivalent in sterling (and sometimes in a credit at E.P.U.) from a trans- 
ferable account country. In a world of increasing multilateralism, the dis- 
tinction between dollar and sterling income ought to be of diminishing signi- 
ficance, so that the extinction of debt owed in sterling to one non-resident 
ought not to be much less worthwhile than the receipt of dollars from another 
non-resident. Unhappily, in the present circumstances of British exchange 
control, it is only in fair weather that the distinction loses significance; in 
deteriorating weather the system itself seems to set up stresses, through the 
dual exchange rate, that impose a very real strain. 

Herein, it seems, lies the answer to the question that has puzzled so many 
people recently—the question why, given the persistent and seemingly con- 
siderable demand for transferable sterling, the discount on it remained so 
obstinately wide. It should be noted first of all that the market in trans- 
ferable sterling is now very large. Its status is no longer that of the least 
exotic of the markets in the former “ 57 varieties ’’ of sterling. Transferable 
sterling now is the merger of most of those varieties. The market in it is no 
hole-and-corner affair, but is active and wide. The turnover in Zurich, one of 
its main centres, is reputed to average about {1 million a day, and there 
have been days on which Swiss banks have been prepared to make a firm 
price for amounts of up to £500,000. In New York the turnover may not be 
so large, but the considerable size of the market may be gauged from the fact 
that dealers are prepared to make a price with a mere one-tenth of a U‘S. 
cent ‘“‘ spread’ for amounts of up to £100,000. A few months ago when the 
French Government had to pay the British Government some {8 millions for 
the annuity on the funded wartime debt, it is reputed that it bought the 
whole of this sterling in the transferable sterling market. 


FEEDING THE “ TRANSFERABLE ’’ MARKET 

Yet, in the face of demands of this magnitude, and of the demands set up 
by shunting, the rate remained at between $2.71 and $2.72. Evidently there 
has been a considerable leak through which the supplies of transferable sterling 
have been continuously replenished. There are many directions from which 
such reinforcement could come. Perhaps the most important is the leak 
from resident sterling and particularly from sterling area countries, such as 
Australia, New Zealand and India, which have lately been stepping up their 
imports from Europe, and in the process have been running down their London 
balances. By no means the whole of this sterling paid to the Continent 
comes into the monthly E.P.U. clearing. Much of it gets into the hands of 
merchants and dealers who, somehow or other, with or without the sanction 
of their authorities, by-pass the E.P.U. mechanism and “ flog’ their trans- 
ferable sterling in the free market in order to obtain dollars. 

Inevitably, it is in deteriorating weather that these possibilities of supply, 
and of other offerings of transferable sterling, become most considerable. 
They are strongly influenced by sentiment and judgment, and when the rate 
does not respond to the “ natural’”’ corrective of shunting demands, holders 
become more prone to sell. There has never been any “ floor”’ to the rate 
for transferable sterling, nor any facilities for hedging in a forward market; 
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and even under the new system, with the British authorities intervening in 
the market, the rate remains in principle fully flexible. In all the circum- 
stances, therefore, the persistence of the discount was not such a mystery as 
it first seemed, but it did raise a strong presumption that the resultant loss of 
dollars was not being fully complemented by extinction of non-resident 
sterling. And it threatened a continuance of these strains. 

The whole problem is an inevitable bad-weather product of the system of 
exchange control, and, given the more fundamental pressures upon sterling, 
it actually appeared to have been aggravated by the moves towards freedom. 
The half-way stage, with one sphere controlled and one free, is inevitably 
difficult to sustain. Given this dilemma, some attempts had lately been made 
to introduce a sterner policing of commodity transactions. In particular the 
Metal Exchange, apparently with official prompting, introduced into its tin 
contract a clause that makes it incumbent upon any British firm, if it becomes 
an intermediary in shunting operations by which tin is sold to the United 
States, to recover the dollars ultimately paid for it, however devious the inter- 
mediary channels through which the tin may have wended its way. Needless to 
say, there was never a chance of catching by this particular device more than a 
minute fraction of the dollars lost through shunting. 


CLASH OF FREEDOM AND CONTROL 


It is hopeless to suppose that the bludgeons and directives of a controlled 
economy can be reintroduced while retaining the “ essentials ’’ of free markets. 
Such interventions are not, as some people would like to believe, analogous 
merely to a normal policing of traffic: the real analogy is with the police 
state. In fair weather the two systems may appear to work smoothly side 
by side, as happened in the market for transferable sterling and in some 
semi-free commodity markets until the storm-clouds began to gather again. 
But this can happen only when the forces of the free market are more or less 
in harmony with the intentions of the police control—so that the control is then 
pointless. As soon as bad weather sets up any strong conflict between market 
forces and police, one of two things must happen. Either the control will fail; or, 
if it is so tightened as to become substantially effective, the essentials of the free 
market will be destroyed. And, in terms of economic results as distinct from 
politics, the worst possible system for bad weather is an uneasy combination 
—a substantially ineffective control and a_ seriously impaired market 
mechanism. 

Now Britain faces bad weather, and is beginning to discover the truth that 
was hidden when the sun shone—that freedom of commodity markets and 
continuing control of exchanges are not compatible bedfellows. If this 
problem could be viewed as an isolated one, the logical solution would have 
been to announce that the plans for convertibility were to be speeded up. To 
take the opposite course, and throw away all the gains from the drive towards 
freedom in these past few years, would be a major tragedy. Unfortunately, 
the exchange problem cannot be viewed in isolation, nor could foreign opinion 
be sufficiently swayed by promises made in this context alone. Both the decision 
and the chances must depend on wider issues—and in these, too, the same basic 
clash of philosophies has to be resolved. Decision in the sphere of domestic 
policy, as the preceding articles show, must come before the ultimate decision 
in the exchange market. 
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The problem of sterling is the compelling force that is bringing these other 
conflicts to a head. The losses and stresses produced by the dual exchange 
system have not been by any means confined to those revealed by the growth of 
shunting. Thanks to the freeing of commodity markets and the liberalization of 
transferable sterling, virtually all non-resident sterling has become convertible 
—either de jure at the official market rate or de facto through the “ transferable ”’ 
markets at a floating rate. But the re-emergence of an appreciable discount on 
transferable sterling had revealed that this backdoor convertibility is conver- 
tibility without honour, without the confidence in sterling that acknowledged 
convertibility would have brought, without any decisive advantages—except 
the political advantage of not being decisive on the difficult domestic issues— 
and with many disadvantages. 

The effect had been to devalue—or rather to depreciate—sterling in a wide 
range of transactions in sterling area trade and merchanting, and in many other 
visible or invisible transactions. Yet this kind of depreciation brings with 
it few, if any, of the correctives that a formal depreciation of the exchange 
value of sterling would involve. The fall in the transferable rate may, 
admittedly, expand the world demand for certain sterling area materials, but 
only in so far as additional demand flows through shunting operations. The 
resulting gains to the sterling area, such as they are, would seem to be much 
more than compensated by the loss of invisible income from British mer- 
chanting and associated business, by the probably permanent damage to 
British trading connections with the dollar world, and by the substitution of 
sterling for dollar payments for sterling area trade that would have taken 
place even without shunting facilities. For the rest, the benefits of such 
depreciation of sterling accrue to non-residents. British and sterling area 
exports to the dollar area that are not shunted do not get any special stimulus, 
On the other side of the account, the depreciation does not put any brake upon 
the sterling area’s dollar imports, since these are paid for with the “‘ cheap ”’ 
dollars provided through the official market. Thus does the “ policing ’’ stop 
the market mechanism from performing its healthy corrective function. 


CHOOSING FREEDOM—WITH A LINE OF RETREAT 


Such, then, was the dilemma with which the Government and the Bank of 
England were confronted in shaping the measures announced last month. The 
discount on transferable sterling and the difficulties it was causing were the 
practical and outward manifestation of the two major sources of trouble—the 
rising inflation and the conflict of philosophies. The one reacts upon the other, 
and neither problem can be solved by itself. The decision to intervene in 
support of transferable sterling is not the ultimate solution, but if adequately 
reinforced it could be an important transitional step. It clearly shows the way 
the Government still hopes to move eventually—to full convertibility. But 
because the transferable rate is still fully flexible in the sense that the authorities 
have not undertaken to support it at any given point, or even at all, the way for 
retreat has been kept open. 

The ultimate choice, in short, has still to be made. Like the chances of 
success for this latest experiment, it depends on decision in that other sphere of 
conflicting philosophy—domestic policy, and the extent to which it has the 
courage and vision to keep the economy on an even keel by using the regulating 
mechanisms provided by freely functioning market systems. 
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The “Fed” Shows the Way 
By Edwin L. Dale 


WASHINGTON, February 15. 


FTER four years of unprecedented activity and flexibility, and perhaps 
A\ unprecedented influence, the Federal Reserve System finds itself riding 
comfortably high in public esteem and perhaps a little surprised by the 
success of its own policies. More important even than the remarkable 
stability of the American economy over the period—in the face of strong 
inflationary pressures at one point and strong recessionary influences at 
another—is the impressive accumulation of evidence on the importance of 
monetary policy as a regulator. The weapon that was rusty and almost 
forgotten for a decade has been polished off, has been fired briskly and 
frequently, and has hit targets that were once considered hopelessly elusive. 
The dizzying flexibility of the Federal Reserve’s policy—with its mild 
restraint, then vigorous restraint, then “ active ease’ and finally to-day’s 
‘‘ neutralism ’’—has not, of course, been unaccompanied by criticism. Indeed, 
there is a sort of axiom that lack of criticism is proof that monetary policy is 
ineffective. There was the fierce struggle of the Truman Administration to 
prevent the activation of monetary policy at all in the 1950-51 period; there 
was the virtually unanimous Democratic charge last year that the period of 
extreme money pinch in the spring of 1953 set off the subsequent recession; 
there was the occasional voice of conservatism in the period of greatest ease 
last year warning against renewed inflation; and at the moment there are 
dark forebodings from the left that the ease should still be “ active ”’ lest the 
recovery in the economy be halted in its tracks. And yet the record has left 
the critics with less and less ammunition. Even though they have the 
‘‘ would-have-beens ’”’ on their side (there ‘‘ would have been ”’ no recession 
but for the 1953 pinch; farm prices “‘ would have been ”’ much higher to-day 
but for the monetary restraint that began four years ago; the mortgage and 
stock market booms now under way “ would have been ”’ impossible but for 
the excessive ease of money last year) practically nobody is listening. The 
reason is simply that the country is prosperous and prices are stable— 
conditions that had not prevailed in tandem for two decades prior to the 
‘“ activation ’’ of the monetary weapon in I95I. 


CHECKING THE BOOM—AND AVERTING THE BUST 


The lessons of the period for the Federal Reserve authorities themselves 
have been manifold. They range from the simple discovery of how monetary 
policy works in a situation radically altered from pre-war by the huge growth 
in outstanding marketable Federal debt, to the discovery of how quickly an 
orderly situation can turn into one of panic. But the most important lesson 
was summed up, not by the Federal Reserve itself, but by the President’s 
Council of Economic Advisors in this year’s Economic Report. Commenting 
on what had been learned from the mild 1953-54 recession, the council placed 
third on its list: ““ Monetary policy can be a powerful instrument of economic 
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recovery, so long as the confidence of consumers and businessmen in the 
future remains high.” 

If true, this statement radically alters the old, and widely accepted, 
analogy of monetary policy with a bit of string—a thing that it is easy, or 
at least possible, to pull, but impossible to push. If in fact the 1953-54 
experience—with a sharp and decisive reversal of monetary policy as the 
first and probably most potent Government action to combat the recession— 
has demonstrated the counter-deflationary powers of this classic instrument, 
then its restoration is indeed complete. For after all, while the rest of the 
Western world as well as the United States has learned in recent years to 
respect monetary policy as a regulator of inflation, only in America has it 
been fully tested as a palliative for recession. 

Many people at the Federal Reserve insist that they never accepted the 
string analogy in the first place. A monetary policy of ease, they argue, 
makes possible the use of resources otherwise idle, and only in a condition of 
full depression quite out of control (which has happened only once in this 
century, after all) are the desires for use of those resources as idle as the 
resources. In short, they have felt all along that monetary policy as an 
energizer was and is extremely useful, given only the prior use of this weapon 
to keep the preceding boom from getting out of hand. 

It was this prior policy that got the Federal Reserve into its most severe 
controversy during the generally halcyon four-year period. The famous 
money pinch of early 1953 is still being discussed (though more and more 
desultorily), and even investigated by Congress, and men of good sense as 
well as good will still disagree on whether the Federal Reserve went too far. 
The sincerely held standpoint of chairman William McChesney Martin, junr., 
and his associates at the Federal Reserve is that it did not (except for one 
brief period), and that the rather severe restraint of the spring of 1953 
de‘initely helped to keep the subsequent, inevitable recession from being 
worse. To use Mr. Martin’s telling phrase: “‘ The jobs that get created in the 
upward spiral are not sustainable.’”’ 

In late 1952 and early 1953 there was indeed an upward spiral. It revealed 
itself primarily in inventories, and this had its reflection in a failure of bank 
loans to decline in accordance with seasonal expectations. It was, in the 
phrase of Mr. Allan Sproul, president of the Federal Reserve Bank of New 
York, a “‘ bubble growing on top of a boom’’. In response, the Federal 
Reserve turned the screws. It forced member bank borrowings from the 
Reserve Banks—a key measure of ease or tightness—up above the $2,000 millions 
mark for a brief period and kept them generally above $1,000 millions. 
Mr. Martin made a speech in which he cautioned the banks against excessive 
use of their borrowing privilege. And the Treasury came along with its 
sensational offer of a 30-year bond at 3} per cent. interest—the first mar- 
ketable long bond since the war years and an apparent symbol of the “ hard 
money " philosophy of the new Administration. It all proved too much for 
the relatively newly free money market to stomach. There was something 
approaching panic for a few days around the end of May, 1953, and Govern- 
ment issues plummeted sharply below par. 

This “ psychological ’’ pinch—and that is what the Federal Reserve and 
most independent observers call it—proved a relatively easy opponent for 
the authorities’ newly polished kit of weapons to meet. The Reserve’s experts 
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had done an exercise in quantity theory that had been a part of the reason 
for the money squeeze. They had calculated that a proper growth of the 
economy would require a specified number of billions of increase in the money 
supply and hence of bank reserves, and if the economy wanted to grow faster 
than that, then it would have to pull against the weight of monetary policy. 
But when the market began to deteriorate, these calculations were quickly 
put aside and a relieving injection of reserves was pumped into the market 
by the authorities to stem the panic. This operation began in early May, 
1953, and lasted through June—mostly before the subsequent change of basic 
policy. It is contended now that the reserves thus supplied would have been 
supplied later in the year anyway to meet ordinary seasonal needs, and that 
if the economy had continued to burgeon, then a somewhat tighter squeeze 
could have been applied in the fall months by holding back the new reserves 
then. Thus the Federal Reserve can claim that it was able to handle one of 
the main problems foreseen by critics of the reactivation of monetary restraint 
two years before, without vitiating the underlying policy appropriate to the 
situation. In other words, the burden of proof is still on the critics to show 
that it is impossible to maintain both a policy of restraint and orderly markets 
—though they can claim that the real test is yet to come. 

For what happened, of course, was that the economy did not continue to 
burgeon. While the public at large was still purring happily over the con- 
tinued strength of all the most widely published indicators—industrial 
production, gross national product, personal income, etc.—the Reserve 
authorities as early as June II were discussing “‘ doubts. . . [of] the strength 
of underlying conditions’’ and were instructing the operating executive 
committee of the Open Market Committee to operate “‘ with a view to avoiding 
deflationary tendencies without encouraging a renewal of inflationary develop- 
ments (which in the near future will require aggressive supplying of reserves 
to the market)’. All this, of course, four months before unemployment had 
begun to rise above the absolute minimum, before production had begun to 
decline, before anything but new orders and the average factory workweek 
had shown any weakness at all. It was, no doubt, unprecedented speed for 
a monetary shift. By September, 1953—still before unemployment had been 
affected in any way—the directive was changed to a simple instruction to 
operate “‘ with a view to avoiding deflationary tendencies’ and the days of 
“active ease ’’ had begun. 

What were the results that justified the Council of Economic Advisors in 
their paean to monetary policy as an instrument of recovery? They can be 
described in several ways. To begin with, the inventory liquidation that was 
the origin and heart of the slump was orderly; banks had so much money and 
were so liquid that they felt no urge to call in loans. Commodity prices, 
largely as a result of this but also partly because of the boom conditions in 
Europe, remained stable, and thus added to the feeling of confidence among 
purchasing agents. And, capping the picture, there was the remarkable fact 
that the privately held money supply increased by almost $9,000 millions, 
or by 44 per cent., from November, 1953, to November, 1954. It was, in 
short, a recession with an expanding money supply—almost by definition a 
recession that could not last long. Viewing the picture from another angle, 
gross fixed private domestic investment (all investment except movement in 
inventories) was at an annual rate of $50,200 millions in the third quarter of 
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1953 and $50,100 millions in the third quarter of 1954. The factor in the 
economy supposed to be most responsive to monetary policy responded with 
alacrity, and this key element of demand, which had led the economy down- 
ward into depression before, showed scarcely a ripple in the face of both fears 
and some discouraging facts to base them on. 

The days of “active ease”’ lasted until December, 1954, when—again 
well in advance of public anticipation of the strength of the resurgence in the 
economy—the authorities decided to abstract the “ active ’’ from the “ ease ”’ 
and to allow occasional fits and starts of monetary tightness as a warning 
against letting the resurgence run away into speculation and perhaps even 
inflation. This shift has been made apparent in recent weeks by the rise in 
bank borrowings from the Reserve Banks to close to $500 millions from a 
level of $200 millions or less through most of 1954, by the sharp reduction in 
‘free reserves ’’ (excess reserves of those banks that have more than required 
by the rules of the system yunus borrowings by those that are short of 
reserves), and by the rising yields on Government securities generally. It has 
presumably been accompanied by a formal shift in the directive to the 
executive committee, though this has not yet been made public, and is 
consciously designed to take some of the bloom off the two most worrying 
areas of speculation or excess—the stock market and, even worse, the fantastic 
pace of home building with its accompanying mortgage lending. 


EXORCIZING A TREASURY BoGY 


In the process of emerging flexibility since 1951 the authorities have had 
to contend—if that is the word—with a money market that was somnolent, 
unresponsive and timid after years of spoon-feeding by the wartime and 
post-war policy of pegged prices for Government securities (the policy that, 
in effect, had buried the monetary weapon by removing from the Federal 
Reserve its power to regulate the cost and availability of credit). The 
process of gently removing the spoon has given rise to the one serious con- 
troversy within the Federal Reserve System itself—a controversy between 
Mr. Martin, chairman of the Board, and Mr. Allan Sproul, president of the 
New York Federal Reserve Bank, that has no policy implications and that 
has aroused little interest among those Congressmen who know about it. It 
is necessary first to describe what has actually happened. After the famous 
Treasury-Federal Reserve “‘ accord ’’ that launched monetary policy again in 
March of 1951, the Reserve authorities found it necessary to take very 
seriously the injunction in the accord to preserve “ orderly ’’ conditions in the 
market. Among other things, they intervened consistently during periods of 
Treasury financing, and held in reserve at all times their power to operate in 
any sector of the market that appeared to be getting out of hand. 

But this condition left dealers and speculators in Government securities as 
much the pawn of Reserve policy as before. The market was not really 
‘ free ’’’ because its every move appeared to depend entirely on decisions by 
the Open Market Committee. In an effort to improve this situation, the 
Committee in 1952 and 1953 made a series of important decisions on operating 
technique. First, it changed its standing directive to the executive com- 
mittee to require operations to correct ‘‘ disorderly ” conditions if they should 
arise, rather than to preserve “‘ orderly’ conditions. Secondly, it gradually 
began withdrawing from the market during the frequent Treasury refundings, 
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until by late 1952 there was (and remains) no intervention whatever. Thirdly, 
it decided by a split vote to restrict its operations to the short end of the 
market—meaning Treasury bills—except in conditions of crisis (the panic of 
May-June, 1953, was not considered sufficient crisis to warrant purchases of 
anything but bills, though the real difficulty was in the longer end of the 
market). It is the last point on which Mr. Sproul so sharply disagrees. He 
believes that the Reserve is unnecessarily hampering its ability to influence 
the economy in the public interest (for example, by driving down long-term 
bond prices to curb a mortgage boom) by restricting its operations to bills. 
Mr. Martin, on the other hand, believes that a market ever alert for Federal 
Reserve intervention will be neither a free market nor a responsive market. 
He argues that the true function of speculation is lost unless dealers can feel 
safe in taking positions based on their own judgments of market forces, and 
that only if this speculative function is performed will the money market be 
a fully sensitive indicator of conditions throughout the economy. 

These two viewpoints were outlined at great length during the December 
two-day hearings of the monetary sub-committee of the Joint Committee on 
the Economic Report, but prompted no questioning whatever from the 
Congressmen on the sub-committee. Mr. Martin appears to have a solid 
majority for his view at the moment, and, in any case, he insists that the 
policy need not be regarded as adopted for all time but must be continually 
re-assessed in the light of experience. 

The truly important, and related, point is that the Reserve authorities 
have made the agreeable discovery in their four years of freedom that the 
huge growth in the Government debt—the very phenomenon that made the 
Treasury so fearful of removal of the pegs in the post-war years—has a 
happier side, one that is easily enough to outweigh the imagined susceptibility 
to disorder that the Treasury always emphasized and feared. This is the 
discovery that the modern money market (and the economy generally) is, 
as a result of the growth in the debt, far more responsive to slight shadings 
of central bank policy than it used to be. The movement of Government 
security prices and yields quickly affects the thousands of private decisions 
that determine the broad movements of investing and lending, and thus 
affects the very heartbeat of the economy. Banks change their attitude 
toward advances virtually overnight; insurance companies shuffle their port- 
folios; consumer finance companies adjust their rates of borrowing and lending. 

Back in the pre-accord days the critics of monetary policy used tocontend, 
with Mr. Leon Keyserling of President Truman’s Council of Economic Advisors, 
that ‘““ ways can be found ”’ of obtaining money if the inflationary surge is 
strong enough, and thus that monetary policy can never really exercise 
significant restraint without being so severe as to pull the whole economy 
down with it. After two full years of active restraint—at a time when the 
Government was running a cash deficit and the post-Korean mobilization was 
stretching the economy ever more tautly—the Federal Reserve can point 
calmly to the price statistics to show that restraint succeeded in accomplishing 
stability in the face of conditions that formerly were thought to be insuperable 
obstacles. And it was, no doubt, the very existence of the vast Federal debt 
—that béte notre of the earlier post-war years—that heightened the responsive- 
ness of the economy to monetary policy in sufficient degree to accomplish 
both this result and the later “‘ energizing ”’ effects of the period of ease. 
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Economics in the Kremlin 
By B. D. Singer 


N last month’s dramatic news from the Kremlin the personalities in the 
| strugele for power have so captured the headlines as to distract attention 

from the very evident fact that economic issues and decisions have played, 
and will continue to play, a leading part in the battle. Problems such as the 
share of defence in the national income or the proportion of investment to 
be devoted to heavy and light industry respectively lie at the very heart of 
Kremlin strategy. They may be influenced by the reading of the inter- 
national barometer, but they in turn determine every aspect of Soviet life, 
extending in their effects even to the details of the working of the adminis- 
trative machine. There need be no surprise, then, that the fall of premier 
Georgii Malenkov was preceded and accompanied by a shift in economic 
policy. The portents of the political upheaval can now be clearly seen, 
indeed, in the tendencies of that policy in recent months. 

To grasp the meaning of the grim Soviet battle it is first necessary to 
analyse briefly the economic heritage bequeathed by Stalin to his successors 
and the dilemma in which it placed them. Stalin transformed backward 
Russia into the second industrial power of the world. At the beginning of 
the planned era, as the following table shows, Soviet basic production was 
negligible for such a huge country. Yet by the eve of the last war Soviet 
heavy industry could already match that of Germany. In the year of Stalin’s 
death the steel and metallurgical production of the U.S.S.R. was already 
approaching the combined output of Britain, France and Germany. 


THE NEGLECTED CONSUMER 

The price paid for this industrial revolution carried out at breakneck 
speed was tremendous. It not only involved overcrowding in the towns, the 
lag of consumer goods industries, agricultural stagnation and a ruthless 
collectivization; it also involved, as the price inexorably payable for so huge 
a rate of forced development, the system of labour camps and the whole 
police regime. A stick had to be wielded over the Russian people to procure 
the ploughing back every year of some 20 to 25 per cent. of a relatively small 
national income. This does not mean that the Russian consumer was com- 
pletely ignored. He did get a slice from the rapidly growing national cake 
and, in spite of the ravages of war, he is now slightly better off than he has 
ever been before. But his consumption is still very low by Western standards, 
at a level unworthy of the second industrial power in the world. 

General indices of industrial production are not a safe yardstick of economic 
growth in the Soviet Union. The emphasis in the current Five-Year Plan 
(1951-55), as originally drawn up in Stalin’s lifetime, can be gathered, how- 
ever, from the official estimate that metallurgical production was to be 
doubled during the five-year period, while the real wages of the population 
were to be increased by only 35 per cent. On the morrow of Stalin’s death 
the average Russian—with just over one pair of shoes, 25 yards of cotton and 
about 1 yard of woollen fabrics per annum—was certainly much worse off 

















150 THE BANKER 





than his British, let alone American, counterpart. In durable consumer 
goods, up to then the great luxuries, the gap was much greater still. 

The question facing Stalin’s successors was whether they would continue 
this inherited pattern of production or restore somewhat the balance between 
producer and consumer goods. The choice depended largely on the estimate 
of the international situation, and upon the relationship it suggested as 
desirable between the two broad spheres of Russia’s programme for “ military 


TABLE I 
SOVIET BASIC PRODUCTION 
(million tons) 


1955 

1928 1940 1953 1954 (planned) 
Coal... ya wa sei sa 35-5 166 318 344 372 
Oil - _ _ - Ke 11.5 31 53 60 70 
Electric power* id as - n.a. 48 132 147 163 
Crude steel... - - ‘a 4-3 18 38 41 44 


* ’900 million kWh. 


preparedness ”’ in its race with the West—arms expansion as such, and the 
development of basic economic potential. Yet the new regime faced the 
population with the popular slogans of “ peace, plenty and freedom”. In 
his memorable speech of August, 1953, the then premier Malenkov proclaimed 
emphatically that the Soviet Union could and should rapidly improve the 
standard of life of the population, “‘ within the next two or three years’’. He 
did not deny, as is now implied, the crucial role of heavy industry, but he 
stressed that Russia could now afford to devote more of its resources to serve 
the consumer. 

Malenkov’s policy may not have had the backing of all the Soviet leaders, 
but since it was popular it was echoed by all. Next to Malenkov the greatest 
champion of the new line was yet another victim of the present shift, the 


TABLE II 
SOVIET OUTPUT OF CONSUMER GOODS 
1955 1956 
1940 1950 1954 Plan Plan 
Cotton fabrics (mn. metres) i 3,880 3,800 5,500 6,250 6,480 
Woollen fabrics ( ” ) a 120 165 260 270 330 
Watches and clocks (’ooo units) _.. 2,550 7,200 15,750 22,000 23,000 
Sewing machines _ ( a aes 180 500 1,275 2,615 2,950 
Bicycles ( - ae 270 660 2,415 3,445 3,800 


former minister of trade Anastasi Mikoyan. On the whole, the emphasis in 
Soviet propaganda switched from “ vigilance’ and guns to radio sets and 
pans. From the figures disclosed by both Malenkov and Mikoyan it could 
be gathered that in the revision of the plans the targets for staple com- 
modities—such as shoes or clothing—were not altered radically. Stress was 
to be laid on quality and variety, but the originally planned pace was to be 
roughly maintained. The novelty of the “drive” was the contemplated 
mass production of yesterday’s luxuries—the durable consumer goods. The 
real jump in output was planned for this year and next, though some progress 
was achieved last year. 

Two other problems, however, were at the heart of the whole campaign 
to improve rapidly the standard of life of the people—the problem of agri- 
culture, to supply the foodstuffs and the necessary raw materials; and that 
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of housing, to cure the terrible urban overcrowding. Agriculture is the 
well-known Achilles heel of the Soviet economy. The countryside does not 
offer the planners so much scope as do the towns, and peasant resistance is 
difficult to break. The ravages of world war, civil war, collectivization and 
yet another world war depleted stock and prevented grain output from keeping 
pace with the growth of the population. Collectivization has enabled the 
government to get a better control over supplies and to ship a higher proportion 
of total output for the rapidly increasing urban population. But agriculture 
was Officially described as a laggard and the planners complained that the 
results did not correspond to the investment in tractors, combines or fertilisers. 
In the early ‘fifties it was decided to tighten still further the state’s control 
over the countryside. The size of collective farms was trebled and their 
number reduced to some 94,000. Nikita Khrushchev, who was in charge of 
































TABLE III 
SOVIET BUDGET 
1954 Budget 1955 Budget 
Estimate Estimate 
Billion % of Billion % of 
Roubles Total Roubles Total 
REVENUE 

Turnover tax... in ‘a és 234.4 40.9 233.0 39.5 
Profits tax = - én a 92.8 16.2 117.5 19.9 
Direct taxes he se wa oa 45-7 8.0 48.4 8.2 
State loans 2a wn - - 16.4 2.9 30.5 5.2 
Other e we - oa - 183.2 32.0 160.4 27.2 
Total a - na 572.5" 100.0 590.2 100.0 

EXPENDITURE 
Grants to national economy ... ov 216.3 38.4 222.4 39.5 
Social and cultural services... as 141.3 25.1 146.9 26.1 
Defence .. - ve ‘a ‘a 100.3 17.8 112.1 19.9 
Administration and justice 12.6 2.2 
Other } ia he 104.9 18.6 { 69.5 12.3 
Total os “a ha 562.8T 100.0 563.5 100.0 











* Actual revenue in 1954, 557.5. 
+t Actual expenditure in 1954, 552.8 


this policy, drew vistas of ‘“‘ agro-towns’”’, of an industrialized countryside. 
But the peasants saw in this scheme only an attempt to deprive them of 
their remaining private plots of land and in face of their resistance the whole 
project had to be shelved. It is interesting now to recall that at the 19th 
Party Congress, in 1952, Malenkov, without mentioning Khrushchev by name, 
rebuked the author of the scheme. 

The Gosplan has often been unrealistic in its agricultural objectives. For 
example, the current Plan set up for this year the ridiculously high target of 
180 million tons of grain. (Soviet grain crops, it should be noted, are calcu- 
lated in “ biological yield ’’, as opposed to the barn crop, and should be 
deflated by about 20 per cent.) No figures of actual output have been given 
in the last two years, but there are indications that total output has stagnated 
at below 130 million tons. 

Stalin’s successors seemed to take a more realistic view of the agricultural 
problem and they promptly launched a new line of policy. Malenkov, in his 
speech mentioned above, announced tax reliefs for the peasants and higher 
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prices for their produce. Khrushchev, the party secretary, was quick to 
sense that here was a popular issue and a chance of courting popularity. 
Soon afterwards he delivered a speech giving a gloomy picture of the state 
of Soviet agriculture. He admitted that livestock numbers were smaller 
than before the slaughter induced by collectivization, he acknowledged 
shortages of feeding stuffs, potatoes and vegetables. He therefore posed as 
the champion of the policy of incentives to encourage the peasants to breed 
stock and cultivate vegetables. He soon followed this up, however, by a 
second alarm. Russia was short of grain, particularly of coarse grain for 
livestock. In a blaze of trumpets Khrushchev launched a grandiose scheme 
for the “ conquest of virgin lands”’ in cold and distant Kazakhstan and 
Western Siberia. The programme was once again tremendously ambitious: 
28 million hectares were to be reclaimed by next year, to provide some 30 
million tons of grain. 

It may be asked why Khrushchev, soon to be revealed as the leader of the 
group demanding priority for heavy industry, should have launched for 
agriculture a plan making great demands on the scarce resources of the 
country. The answer seems to be that agriculture, and in particular the 
‘“ conquest of virgin lands’”’, is not the dangerous competitor for arms and 
economic potential at all. Tractors will be needed above all, and tractor 
plants can easily be switched to tank production. The serious battle between 
the “ tough ”’ and the “ soft ’’, the Stalinist ‘‘ diehards ”’ and the “ reformers ”’, 
was probably waged over durable consumer goods and in particular over 
housing. 
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Malenkov disclosed in 1953 that the Soviet town population had reached 
about 80 millions, or some 50 millions more than at the beginning of the 
planned era. In the last five years alone, Khrushchev has just revealed, 
urban population was swollen by about 17 millions; of this, 9 millions was 
accounted for by migration from the countryside and the rest by natural 
growth. To gauge the immensity of the Soviet builders’ task it is only 
necessary to relate the fact of this huge influx into the towns to the poor 
state of housing under Tsardom, and to recall that to normal wastage there 
has had to be added a huge rate of wartime destruction. An effort has been 
made since the war, but although some 20 million square metres of floor 
space were laid or rebuilt annually in the first five years after the war, and 
although the annual rate has now risen to 32 million metres, the average 
Soviet town-dweller’s share is still only somewhere between 4 and 5 square 
metres. This is appallingly low; any drive to “‘ reach and exceed’ Western 
standards, as the Russians had claimed they planned to do, would have to 
put the main emphasis in capital investment upon housing for years to come. 
When, therefore, Khrushchev openly declared towards the close of last year 
that priority should be given to factory construction and not to house 
building, the fate of Malenkov and his programme was probably already sealed. 


RETURN TO STALINISM 

The controversy over the respective rates of development of heavy and 
light industry was, indeed, being waged in the columns of Voprosy Ekonomiki 
and other learned journals throughout the second half of last year. At first 
the debate seemed a highly theoretical Marxist argument based on the second 
volume of Das Kapital: how much faster must producer goods expand to 
allow for the long-run development of consumer production ? After a time, 
however, the partisans of light industry, of relaxation, were branded as 
‘adventurers ’’. The group favouring a return to the Stalinist pattern of 
production must have gained the upper hand in Soviet leadership. The 
party press came out with violent attacks against the “ vulgarizers of 
Marxism ’”’. Khrushchev victoriously proclaimed the same slogans. The 
battle was won. 

The budgetary session of the Supreme Soviet (Russia’s “ parliament ”’) 
was brought forward to rubber-stamp the new line—or, rather, the return to 
the old one. The “ resignation ’’ of Mr. Mikoyan from the ministry of home 
trade was a symbol of the change. The budget itself was a symptom of the 
movement back to Stalinism. It must be remembered, of course, that in the 
Soviet Union the budget does far more than merely regulate the financial 
transactions of the Government; it is an integral part of the comprehensive 
machinery of central economic direction. 

Soviet budgetary figures must be treated with caution if only for the 
large number of unaccounted items, and the very broad groupings of those 
that are disclosed. But the figures do give useful indications of the trend. 
The new budget brings little hope to Soviet consumers. It resorts to some 
old deflationary weapons such as an increased surplus and a bigger dose of 
state loans, or semi-compulsory saving. On the expenditure side the arms 
programme has been raised by some 12 per cent. (beyond the estimates for 
the previous year), to 112 billion roubles, the highest level ever projected in 
peacetime. In the two budgets following Stalin’s death the share of revealed 
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defence expenditure in the budget was reduced. The actual outlay projected 
for 1953, at 110.2 billion roubles, was slightly larger than the outlay for 1952, 
but its proportion of the total budget dropped from 23.6 to 20.8 per cent.; 
for 1954 the projected outlay was reduced by to billion roubles, so the 
proportion dropped even more sharply. Now, as the accompanying table 
shows, it is increased both relatively and absolutely. At the same time the 
pattern of investment is moulded back into its Stalinist form. The total 
grants to heavy industry, both from the budget and from self-financing, are 
increased by over 20 per cent. compared with last year; grants to light 
industry are reduced by about 15 per cent. The trend towards defence and 
heavy industry may go much further still, but it already marks a clear 
reversal of policy, an economic revival of Stalinism without Stalin. 

It is against this economic background that the Malenkov v. Khrushchev 
struggle must be viewed. Malenkov’s sensational “ resignation ’’ was merely 
a tragi-comic epilogue. To make it even more farcical Malenkov had to 
inherit Khrushchev’s “ agricultural sins’’. The blunders, he had to write in 
fact, were his own, while the good moves were the party’s, whose first secretary 
is Nikita Khrushchev. Incidentally, at a meeting of the Central Committee 
preceding the Supreme Soviet, Khrushchev staged another piece of camou- 
flage. He announced triumphantly a new five-year plan for agriculture with 
a 1960 target for grain production of some 163 million tons (probably in real, 
not “‘ biological’’, terms), but forgot to add that the original objective for 
1955 was 180 million tons. He promised the doubling of livestock numbers, 
meat and dairy produce, but did not add that this year’s livestock programme 
has not been fulfilled. The chances of success will largely depend, it appears, 
on a seemingly reckless scheme to expand maize cultivation in the Soviet 
Union. Nikita Khrushchev seems to begin his career as Russia’s effective 
first man by a piece of bluff. He is apparently more expert in ruthless 
climbing than in running a great country’s economy. 

What are the likely effects of these personal changes and of the associated 
switch in economic policy ? If it is allowed to run its course, it should spell 
for the average Russian continued overcrowding and fewer durable goods 
than he was originally promised by Stalin’s successors. For the outside world 
it means that if the Soviet Union is still willing to negotiate it will do so sitting 
on a bigger stockpile of atom bombs and guns. The economic impact of the 
new policy on the West is more difficult to forecast, since foreign trade plays 
so small a part in the Soviet economy. Since the agricultural crisis is as 
acute as ever, it might be deduced that Russia’s purchases of food and 
materials will be at least maintained, and may tend to rise. But the new 
premier, Marshal Bulganin, said some ominous words about this being no 
time to run down scarce stocks. Did this apply to gold reserves? Generally, 
there may be a tendency to use trade still more as a political weapon, to offer 
baits selectively to, say, Germany and Japan. 

This latest revolution in the Kremlin has darkened the prospects both for 
the Russians and for the outside world. The hope for both is that the new 
line will not be allowed to run its full course. The pledges made on Stalin’s 
grave were a sign that the voice of the Russian people can no longer be simply 
ignored. It is still, perhaps, possible to hope that Stalin’s victorious successors 
will prove unable to harness into the old pattern the forces unleashed after 


their master’s death. 
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How Hire Purchase has Grown 
By John Marvin 


NDERSTANDABLY, but as many believe unwisely, the Chancellor has 
decided to bring back controls on hire purchase—and, what is perhaps 


even more questionable, to make them a permanent part of the financial 
machinery. The reasoning is clear. Hire purchase expanded greatly in Britain 
last year. It also happened that in the middle of the year—in July—controls 
on hire purchase were lifted and that the expansion gathered momentum after 
they had gone. 

About those two facts there is no room for doubt, even if there is plenty 
of room for argument in almost every other corner of the statistical near- 
vacuum that encloses instalment trading in this country. Therefore it is 
fashionable to set the two undisputed facts side by side, call them cause and 
effect and murmur nostalgically of the good old days in 1953 when the authori- 
ties kept a firm hand on bad habits. The argument is a complete misconception. 
Such flimsy figures as do exist make it clear that the expansion of instalment 
trading did not spring up suddenly when controls came off; it was then already 
well under way. And the controls did not come off because the Treasury and the 
Board of Trade happened to read one of Mr. Gibson Jarvie’s speeches and 
suddenly saw the light. Restrictions came off because they were already 


leaking like a sieve. 


THE NEw CONTROLS—AND Wuy OLD ONES BROKE DOWN 

It remains to be seen whether the new form of control is drawn tightly 
enough to stop these leaks. The new Board of Trade regulations are both less 
stringent and more comprehensive than their predecessors. They enforce for 
most goods a minimum initial payment of 15 per cent. and a maximum length 
of contract of two years. Moreover, they cover furniture and bedding, which 
had escaped the mesh of the old control despite the huge proportions of hire 
purchase business in them. 

The controls abrogated in July prescribed minimum initial deposits— 
usually 334 per cent.—and maximum periods of contract—usually 18 months. 
But the case of Regina v. Proffitt (March, 1954) had driven a coach and horses 
through the Board’s intentions by deciding that an extended hiring agreement 
with various options, including an option to purchase for a nominal sum at 
the end of it, was not a hire purchase contract. 

The Treasury part of the control—less formal and more effective—is to be 
revived in its old form. It consisted of an instruction to the Capital Issues Com- 
mittee to disallow applications to raise capital for hire purchase finance. 
It was coupled with a request to the banks not to increase their advances for 
hire purchase finance; and, later, in the context of the general injunction to 
avoid making any advances that would foster inflation, with the further request 
that particular care should be exercised when considering applications for hire 
purchase finance. This further move generally led, in 1952, to the fixing of 
hire purchase advances at go per cent. of the pre-1951 level. But the financial 
control, in its turn, developed major leaks. The trickle of small finance com- 
panies formed with less than {50,000 capital so as to slip through the C.I.C. net 
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had by the first half of 1954 swelled into a broad stream. The big houses, too, 
found ways of gaining command of funds without recourse either to the Capital 
Issues Committee or the banks. Big deposits came from sources outside the 
banks, including compensation money from nationalized assets, some of the 
non-insured pension funds, and the temporary surpluses of industrial com- 
panies; and the sale by United Dominions Trust of its holding in Ryders 
Discount Co. at least demonstrated that the sale of a surplus asset, desirable 
on other grounds, could put a finance house in funds. 

A vast range of transactions, many of them not strictly hire purchase, is 
involved. In hire purchase the goods remain the property of the vendor or 
the financier until the last instalment closes the deal. Until then, in the event 


TABLE I 
TYPICAL HIRE PURCHASE TERMS 
Actual 
Quoted Rate per 
Normal Rate percent. on With or 
Usual Length of cent. per average Without 
Item Deposit Contract annum Debt Recourse 
Motors, new and good 
secondhand i 25/334% Up to 3 years 74-9 Up to 1734 Either 
Motors, old second- 
hand - - High Up to 2 years 74-9 Up to 1734 With 
Furniture and radio Up to 10% 12/18 months 5 -124 9-234 With 
Bicycles _ - £1 One year 20 37 Without 
Clothing Around 20% 10/36 weeks 5 -— 74* Upto 47} With 


Motors: Special rate 
for de-nationalized 


haulage .. ‘* — Various 6 II Without 
Gas Boards .. .. £1 to {1 Ios. od. Around 5 years — 7-8 Without 
Electricity Boards .. Various Various —- 7 Without 
Aircraft tickets ie 10% Up to 21 months II 21 Usually with 


*Actual, not per annum. 


of default, the legal owner can sue for repossession. In many trades there 
is no hire purchase because there is nothing upon which the vendor can fore- 
close; the airway tickets and the clothing trades are good examples here— 
a worn dress is of little value and a used air ticket of none. These are simply 
arrangements to pay by instalments, arrangements that in the clothing trade 
sometimes even disregard the legal risk involved in not having a stamped 
agreement. 

Hire purchase proper takes two main forms. In one the retailer makes the 
sale, retains the title to the goods sold and discounts the hire purchase paper 
with a finance house when he feels the need for money. From its very nature 
this ‘‘ block discounting ”’ is always “‘ recourse ’’ business—the retailer remains 
liable to the finance house should his customer not pay. In the other form 
the retailer in effect sells the article to the finance house, which in turn hires 
it to the consumer. This “ without recourse ’”’ business is to be found in the 
cycle trade, in dealings in new cars or in very good second-hand cars. 

Control obviously can be made to work effectively at a price, if it is a top 
priority to do so, but the whole structure of control will certainly require 
redrafting and tightening. A drastic step away from liberty is, however, 
implied—perhaps a more drastic one than some of those who recently have 
been advocating a reimposition of control have realized. It is at least to be 
hoped that it will be based on a close examination of the facts about instalment 
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buying and of the faults that can be brought home to it. What is its size and 
its rate of growth, and what are its broad economic effects? Instalment trading 
need not always be inflationary; though admittedly an inflationary impetus 
must tend to be imparted whenever demand for consumer goods is stimulated 
at times of full employment. 

It is reasonably certain that the purchase of consumer goods as distinct 
from capital goods has indeed been encouraged by the present expansion in 
hire purchase. The best available figures—those provided by H.P. Infor- 
mation—point that way; they are collected for only a limited range of 
products, chiefly durables with distinguishing marks, but they show great 
expansion in contracts for cars, which are sometimes used for pleasure and 
sometimes for industry. They are not comprehensive for agricultural or 
industrial machinery, but show no marked expansion in that field in which 
hire purchase and capital investment walk hand in hand. The less satis- 
factory statistical sample compiled by the Radio and Television Retailers’ 
Association suggests that hire purchase now extends to about two-thirds of 
sales in the television market and half the radio market, compared with 
about 50 per cent. and about 40 per cent. respectively in 1953. Some of the 
recent instalment schemes are almost wholly devoted to consumer goods. 
They embrace the clothing trade, holiday expenses, and aircraft tickets. 

In the short run people who buy consumer goods on hire purchase are 
often making a net draft on the resources of the community and therefore 





TABLE II 
HIRE PURCHASE DEBTS OUTSTANDING 

£ mns. 
Furniture and bedding .. .. 120-160 
Cars, commercial vehicles, motor cycles and caravans 100-1 30 
Gas appliances (Area Gas Boards) 35* 
Radios, televisions, vacuum cleaners and refrigerators 75-95 
Department stores and textiles .. ve a o* 5-10 
Electrical (Area —o — - “ ae 16* 
Bicycles... a is - 5-10 

£356-£456T 





*The Gas and Electricity Boards closed their accounts on 
March 31 (before restrictions came off). Present totals are 
likely to be higher. 

+tExcluding industrial and agricultural machinery. 


employing funds that might otherwise have financed capital investment. But 
it happens that savings as well as hire purchase expanded last year, and there 
seems to be a possibility that some people were doing both things at once— 
saving more and dis-saving more through hire purchase. They might naturally 
have saved even more if they had refrained from the hire purchase trans- 
actions, but the issue is one of timing. To the eyes of many individuals it 
seemed that they were avoiding using their existing savings by accepting a 
future commitment to save—which full employment and high wages would 
sustain. A glance at the table of approximate charges that the consumer 
pays for instalment credit (it can be no more than a rough guide) suggests 
that to conduct one’s affairs on that basis is an expensive luxury. The cost 
of hire purchase is not pure interest: it includes substantial administration 
and collection costs, but it is usually expressed as a percentage per annum of 
the amount outstanding after payment of the initial deposit. A very different 
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result is obtained if it is expressed as a percentage of the average debt through 
the life of the contract. The formula for working out the true charge is: 


Quoted % p.a. x 2 x No. of instalments 





No. of instalments + 1 


Neither the middle class nor the working class buyer normally makes this 
calculation, and there exists in the lower income groups a prejudice in favour 
of accepting an obligation to save in the future in preference to raiding the 
family holding of savings certificates. 

Some part of the business that was transacted with consumer credit last 
year could undoubtedly have been done on a cash basis had the credit not 


TABLE III (a) 
NUMBER OF NEW HIRE PURCHASE CONTRACTS REPORTED—BY QUARTERS 


Motor 
Com- Cycles Farm 
mercial and Side Equip- Air- 
Quarters Cars Vehicles Cars Tractors ment Caravans craft Machinery 
195I 
3rd .. 20,791 5,722 24,948 1,353 1,372 1,779 a 621 
4th .. 17,876 6,641 17,310 1,395 976 1,346 Nil 457 
1952 . 
Ist .. 20,562 7,382 20,139 2,063 1,114 1,530 Nil 1,372 
2nd .. 24,885 6,269 30,459 1,868 1,453 1,791 Nil 1,306 
3rd .. 29,053 6,370 31,537 1,686 1,276 1,954 I 1,248 
4th .. 30,135 7,124 19,465 1,720 816 1,328 I 1,440 
1953 . 
— a 8,693 25,000 2,891 1,053 1,561 3 1,382 
2nd 31,204 10,046 43,064 2,407 1,475 2,542 Nil 1,382 
3rd 53,000 10,114 39,092 1,978 1,531 2,011 4 1,351 
4th 50, 330 10,905 27,162 2,017 945 1,952 6 1,294 
1954 
1st 60,023 12,485 30,207 2,230 1,051 2,331 6 1,370 
2nd 81,083 14,011 52,508 2,522 1,811 4,127 15 1,439 
3rd 87,323 13,984 53,570 2,049 1,877 3,819 5 1,274 
4th 77,828 16,355 37,599 2,097 964 2,708 7 851 





Source: H.P. Information. 


been available. For example, the hire purchase share of the motor market 
has risen from g.I per cent. in 1953 to about 14 per cent. in 1954, and the 
allocation of new cars to the home market has also grown while hire purchase 
has been enlarging its share. Yet at no time since the war has the British 
home market failed to absorb approximately its whole allocation of new cars: 
it may be that saturation would have been reached before now had credit not 
been available, but that is pure assumption. 

The growth of hire purchase is, however, formidable and, to those whose 
traditions are rooted on this side of the Atlantic, more than a little frightening. 
It is worth while taking the statistical skeleton out of the cupboard and attempt- 
ing to clothe it with informed guesses. Reliable statistics come from only two 
sources: H.P. Information produces figures of numbers of transactions that 
cover over gg per cent. of the hire purchase trade in motor cars, but are much 
less comprehensive, though still useful, for some other articles. For gas and 
electric appliances the figures of the area boards of the Gas Council and the 
British Electricity Authority, stated in amounts outstanding, are equally 
reliable. For the whole of the rest of the field it is necessary to rely on much 
more flimsy evidence: the Radio and Television Retailers’ Association pro- 
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duces annually a sample of sales per shop giving a rough indication of the share 
of the market that hire purchase holds. Plans are in train for a more frequent 
issue of these figures. From the whole of the rest of the field, including furniture 
(probably the biggest single item in the hire purchase account), the clothing 
trade, where credit trading (not strictly hire purchase) is making big strides, 
and the airways and travel agents where it has only just obtained a footing, 
the statistical cupboard is bare. For furniture, guesses can be based on the 
balance sheets of a few of the big companies, such as Great Universal Stores 
and New Day Furnishing, in conjunction with the output figures of the industry 
and the estimates of the trade that between 66% and 8o per cent. of all 
domestic furniture and bedding is sold on instalments. No figures of any 


TABLE III (b) 
NUMBER OF NEW HIRE PURCHASE CONTRACTS REPORTED—BY YEARS 
{DISTRIBUTION BETWEEN NEW AND SECONDHAND ARTICLES) 


‘ 


1952 1953 1954 

Cars: 

New 14,048 26,486 52,794 

Used 90,587 167,638 253,463 

Total - 104,635 194,124 300,257 
Commercial Vehicles: 

New 8,808 13,524 21,541 

Used 18,337 26,234 35,294 

Total i << és 27,145 39,758 56,835 
Motor Cycles and Side Cars: 

New 46,185 32,205 46,579 

Used 55,415 102,713 127,425 

Total 101,600 134,918 174,004 
Tractors. 

New 2. os a's a 3,837 4,407 4,684 

Used ee ‘a i - 3,500 4,526 4,214 

Total 7 oa - v 7,337 8,993 8,898 
Tarm Equipment: 

Total “% - - a 4,659 5,004 5,703 
Caravans: 

New - wre ‘ ‘2 4,623 7,216 8,507 

Used - i ‘a aa 1,980 1,560 4,478 

ees a my ¥ *F 6,603 8,776 12,985 
Machinery: 

New . A ‘a we 4,683 4,913 4,056 

Used a si ia dite 683 496 878 

Total 5,366 5,409 4,934 


Seurce: H.P. Information. 


kind are available to show how hire purchase now stands in comparison with 
its pre-war stature. Two years’ conscription, and a large element of purchase 
tax in much of what goes to build up a home, seem to imply either a later 
marriage age or a more liberal use of credit. 

It is important to ascertain the country’s total hire purchase debt. An 
estimate recently attempted by the Manchester Guardian concluded that about 
£300 millions was outstanding on consumer goods and that the total had 
risen by about £50 millions since 1953. It seems certain that that figure was 
too low, particularly since it allowed only £49 millions for cars, hire purchase 
sales of which are known to have exceeded {100 millions in 1954. Another 
attempt is worth while—even though that, too, must risk a wide error. The 
result is shown in Table IT. 

The estimates of hire purchase debt outstanding are between £350-{£450 
millions—the higher figure being the more probable. With a still wider margin 
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of error, it may be guessed that the debt has risen by not much less than £100 
millions in the past twelve months. Since the attempt is to find the debt 
outstanding, allowance has been made for initial cash deposits and, in relation 
to motors, for the fact that some are re-sold and the debt repaid before the 
contract has run its course. Even now it has not been possible to include 
any figure for the substantial volume of hire purchase business in industrial 
and agricultural machinery. 

When hire purchase controls were scrapped in the middle of last year it 
was widely expected that the business would become much more competitive. 
The big, well-established, finance houses found the doors of the capital issue 
market and the banks thrown open to them. It was expected that the host 
of small new finance houses would find themselves squeezed into the less attrac- 
tive channels of finance such as “ without recourse’ financing. The great 
growth of business has so far smothered that tendency. Only now are the 
first signs of fiercer competition appearing, and the small finance house is not 
yet badly squeezed; a few are still being formed. Competition shows itself 
largely in a reduction in the initial deposits required from purchasers and in 
slightly longer contracts. In furniture, no-deposit business is on the increase 
and a 10 per cent. deposit is normal. The same applies to refrigerators and 
radio; on cameras 25 per cent. deposit is usual. On motors the deposit on 
new and good second-hand cars varies from 25 per cent. to 334, compared with 
334 per cent. in the days of control. The area Gas and Electricity Boards have 
lengthened the maximum periods for payment. 

Many traders are still looking for finance, and some of the new finance 


UNION BANK or SWITZERLAND 


SCHWEIZERISCHE BANKGESELLSCHAFT UNION DE BANQUES SUISSES 
UNIONE Di BANCHE SVIZZERE 


Head Office: 45 Bahnhofstrasse, Zurich 
STATEMENT OF ACCOUNT AT 31st DECEMBER 
































1954 1953 
ASSETS: Sw.Frs. Sw.Frs. 
Cash in hand and with Swiss National Bank 280,668,752 302,039,910 
upons ye 4,555,274 t 5 
Balances with other Benks and Bankers .. 339,230,723 219,953,953 
Bills Receivable 471,339,236 561,456,405 
Call Loans , 6,102,932 2,496,162 
Advances and Loans 830,051,259 737,950,663 
ortgages . 45,273,18 36,485,129 
Government and Other Securities" 167,210,408 198,798,899 
Interest in Syndicates F oe 484, 748, 
ank Premises 000, 12,000,000 
Other Assets 9,793,059 5,949,753 
Total 2,166,708,823 2,082,406,129 
ES eee ener anee ce 
LIABILITIES: 
Balances of other Banks and Bankers 279,758,543 279,956,615 
De posits ‘ e a 1,529, 001 343 1,459,074,228 
Certificates of Deposit "168,214, 150 163,185,250 
Short-term Liabilities 6,060,537 ,00U, 
Drafts and Acceptances 472,576 70,663 
Other Liabilities 21,955,217 19,257,696 
Capital, fully paid ,000, ,000,000 
eserves 70,000,000 65,000,000 
Dividend Payable 6,400,000 6,400,000 
Balance to carry forward 4,845,957 2,891,111 
Total 2,166,708,823 2,082,406,129 


CABLE ADDRESS FOR ZURICH HEAD OFFICE AND BRANCHES THROUGHOUT SWITZERLAND: BANKUNION 
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companies were, even before the recent changes, finding it somewhat difficult 
to raise bank loans. But there have also been recently just a few of the small 
finance houses that could employ their resources more fully, and if money 
is not fully employed, the high rates that can be earned on the financing that 
is done lose their attraction. These were the first signs of competition; more 
ought to have followed, but it would not necessarily have squeezed all the small 
houses and left all the giants unscathed. Some of these smaller houses are 
linked to family businesses doing a prosperous hire purchase trade. Mother- 
in-law finances as far as she can, and only the balance is passed to the big 
market. Finance has flowed in from many sources—bank money at rates 
that were about 4} per cent. and may now be 5# per cent., industrial money, 
deposits from the public at rates up to 6 per cent. for three months (regardless 
of the fact that the legality of advertising for them in relation to the Prevention 
of Fraud (Investments) Act has not been tested in the courts) and for the big 
public companies’ money obtained by share issues. Since the shares of these 
companies have been booming’, it has not been difficult to make rights issues 
on terms that have been satisfactory both to borrowers and lenders. The 
hire purchase boom will certainly be slowed down by dearer money, but there 
is substantial give in present rates that will not be quickly taken up. 


TABLE IV 
HIRE PURCHASE SHARE OF THE RADIO MARKET 
Percentages 
195! 1952 1953 1954 
Radio: 
September .. 39.48 32.62 37.28 52.6 
October .. ——— 36.06 38.99 52.89 
Television: 
September > eee 43.14 51.29 66.65 
October .. «+ @0.98 39.03 51.35 65.99 


Source: Radio and Television Manufacturers’ Association. 


The area Gas and area Electricity Boards carry their own finance, which 
means that they are in practice using Government-guaranteed money raised 
at the gilt-edged rate. This goes far to explaining the low charges they make 
for hire purchase facilities. Some retail distributors also use their own resources, 
and some firms with heavy hire purchase commitments have in consequence 
been delaying their payments to manufacturers, which means in effect that 
the manufacturer or his banker finances the hire purchase trading. The cycle 
manufacturers have found it necessary to involve their finances more directly. 
The three big groups—Tube Investments, Raleigh and B.S.A.—each have 
their own finance companies, usually operated jointly with one of the big 
finance houses, and in effect support their own makes of bicycle. 

Among consumers, hire purchase is certainly not confined to any one class 
or income group. Its growth represents a big change in the spending habits of 
the community. Therefore it has dangers. A growing part of personal incomes 
is being mortgaged in advance, and that must tend to restrain (or reduce) 
future spending power. This may matter little while a high level of employ- 
ment is maintained and incomes are rising. If employment were more hazar- 
dous and incomes falling, the existence of these debts might magnify the 
recession. Official action, determined enough, can certainly slow down, and 
perhaps for a time reverse, the growth of instalment trading, but a first glance at 
the new regulations suggests that over a wide field the established practices 
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When you buy a car! 


You may decide to purchase a mass production model. 
If you really appreciate quality and fine workmanship» 
your choice will be more limited, but your car will 
reflect that pride of ownership that makes for good 
living. 


In your business, too, you may be satisfied with cheap 
paper, but if you wish to convey a sense of dignity 
and character, you will undoubtedly use one of the 
fine tub-sized, air-dried, rag content papers guaranteed 
by this seal. 


The best of products, whether they be your car, your 
clothes or your stationery, in- 
evitably carry that quality and 
distinction by which you are 
judged in business. 


These papers are guaranteed to have 
a minimum rag content of 25% 
and are tub-sized and air-dried. 


ISSUED BY THE BRITISH STATIONERY COUNCIL 


Get it from your Stationer or Printer 
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will not be much affected. It is better to accept the main changes in social habit 
and to attack them only through the general instruments of control. More 
information and improved general standards of trading are the first essentials 
for that purpose. 

A little, but far too little, is being done to fill the vast statistical void. 
As a result of recent meetings between the radio and television trades, the 
furniture trades and the retailers, it is hoped to provide an omnibus figure for 
hire purchase transactions in goods not covered by H.P. Information; for this 
the Hire Purchase Trade Association would accept responsibility. To secure 
that figure, if it included reliable returns for furniture and radio, would be a 
great step forward. And one way and another it is likely that comprehensive 
figures will in fact be compiled. If the trade associations cannot do it the 
department of Inland Revenue can—from hire-purchase traders’ tax returns. 


ARE CHARGES EXCESSIVE ? 

Something has also been done to raise the status of hire purchase trading. 
By agreement between the retail trades and the newspapers, advertisements 
are not accepted that do not state clearly either the cash price plus the financial 
charge, or the cash price, the initial payment and the number and amount of 
the instalments needed. This clarification is important, but it is little enough. 
Few customers know how to work out the true rate of interest on the money 
they are borrowing. The true charges, some of which are shown in Table I, 
look extraordinarily high; they evidently whetted the appetite of the Scottish 
bank that has recently launched out into the field of hire purchase finance. 
There is a strong case for requiring the charges to be more fully and candidly 
expressed—naturally with the reminder that the charge, however expressed, 
is not pure interest. It includes an important—often dominating—element 
for collection and administration. To sell a woman’s dress for a charge of 5 
per cent. (actual, not per annum) spread over 10 weekly payments involves 
a charge equivalent to about 47} per cent. per annum, but the cost of collecting 
weekly instalments of a few shillings each may justify it. The Gas and Elec- 
tricity Boards can in fact break down their charge into about 4 per cent. for 
interest and about 3 per cent. for maintenance and administration. 

In its hire purchase dealings, the public’s record as a payer is good. General 
experience does not suggest that the default ratio is much over 4 per cent.; 
in the motor trade it is believed to be under } per cent., and the hire purchase 
interests were not slow to claim these figures when an insurance company 
proposed to introduce a policy covering defaults with a premium rate of about 
30s. per cent. There should still be some scope for a pruning down of charges 
as the rate of growth becomes more stabilized and the finance business more 
competitive. Insurance is now gradually spreading into the business. Policies 
are already available on cars and motor-cycles covering the risk of the buyer's 
sickness or unemployment and covering the dealer’s risk on the title to the 
vehicles. The latest plan (not confined to motors) proposes to cover the general 
risk of default, but only up to 75 per cent. of the trader’s risk and only if he 
agrees to insure all his hire purchase debts. As insurance spreads, no doubt 
better information and recognized standards of dealing will be promoted, for 
insurance companies like to see where they are stepping. That tendency, 
together with the very genuine wish of most traders to adhere to sound trading, 


should help hire purchase through its growing pains. 
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Banker Designer 
A Living Aspect of Montagu Norman 


By Sir Gordon Russell 


Director of the Council of Industrial Design 


circles throughout the world than Montagu Norman, Governor of the ~ 
Bank of England from 1920 to 1944, who became Lord. Norman shortly © 
after his retirement. It was widely known, too, that his was a many- ~ 
sided personality, with strong interests in the artistic sphere. But only a | 
comparatively small band of friends and acquaintances knew or suspected the ~ 
depth and quality of these interests, or how original and creative was the mind 
he brought to them—showing itself especially in his knowledge of rare woods, | 
his delight in working with his hands, and his keen personal interest in making © 
experiments in the design of furniture and metalwork and panelling. | 
This creative urge was lavished most notably upon his home. When — 
Montagu Norman bought Thorpe Lodge, on Campden Hill, in 1904, both 
house and garden were neglected. He wished to start afresh, to make some- 7 
thing of his own that satisfied his feeling for fine design and workmanship. ~ 
Piece by piece he displaced his old furniture by examples of his own design 
or careful choice. So far as is known, all the furniture of his design remained | 
at Thorpe Lodge until recently. After his death in 1950 his widow, Lady | 
Norman, continued to live in the house; but it has now been taken over by ~ 
the London County Council for use, after adaptation, as a library annexe to | 
the comprehensive school to be built on the site of Moray Lodge, next door. | 
An important event in Norman’s development as a designer was his } 
decision in 1905 to appoint Walter Knight Shirley his architect. Shirley, who — 
was later to become Lord Ferrers, must have known William Morris, as he was — 
honorary secretary of the Society for the Protection of Ancient Buildings, 
which Morris founded, and an early member of the Art Workers’ Guild, of | 
which Morris was one of the first Masters. Perhaps it was through this con- | 
nection that Norman became interested in actually designing things. Shirley — 
could not have failed to be aware of the lively experimental furniture then | 
being made by Ernest Gimson and the Barnsley brothers in Gloucestershire. | 
Certainly Norman’s designs show evidence of having been influenced by them. | 
In 1910, he purchased a turned ash chair made by Gimson, displayed at the 7 
show of the Arts and Crafts Exhibition Society. | 
Norman kept an accurate account of the work at Thorpe Lodge as it was | 
carried out. Nearly all of it was done between 1905 and 1914, but a little 
also after the First War. Norman’s interest in timbers appears to have been | 
considerable even before his purchase of Thorpe Lodge. He liked using fine | 
wide boards, both for walls and floors. The staircase in the house is made | 


EW men can have been more widely known in financial and business 
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a pleasing selection of woods 
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of solid baulks of elm. None of the wood is stained or french polished; it 
all shows its original beauty: Lady Norman testifies that her husband hated 
paint, veneer—and barbed wire! Norman seems to have bought logs—that 
‘is the unsawn butts of trees—on his frequent journeys abroad, particularly in 
the United States and Trinidad. His friends, knowing his fondness for rare 
woods, would send him special logs as presents. Among the woods used in 
Thorpe Lodge are English elm, oak, cherry, walnut, teak, zebrano, padauk, 
beech, chestnut, cedar, myrtle, purple-heart, tulip, holly, maple, birch, 
cankerwood, orange-wood, iroyo, ash, yew, jarrah, kauri pine, chicaroo, 
Tasmanian evergreen beech, Indian rosewood, poui, American black walnut, 
silky oak, balata and zaman—an enviable collection indeed. 

The division of responsibility between Norman and his architect for the 
design of the fittings and fixtures is not clear; but Lady Norman is sure that 
her husband designed much of the furniture, to which the fittings bear a 
great resemblance. It was certainly Norman’s idea to make the coved 
ceiling of one room resemble a covered Boer wagon in which he trekked, 
wounded, for some time during the South African War. The construction of 
nearly all the furniture and joinery was executed by J. H. Wakelin, builder, 
and his chief joiner, Robert King, in a workshop at Sunningdale, Berkshire. 
This choice of a joinery shop, the normal accompaniment of a_builder’s 
business at the time, rather than a cabinetmaker’s, again suggests a close 
link with the Arts and Crafts Society. Practically all the early members of 
this group who took any part in furniture design—they included Morris, 
Lethaby, Ashbee, the Barnslevs, and Gimson—thought in terms of joinery at 
first. No doubt their horror of the furniture being produced at the time 
made them feel that there would have to be a complete break with the cabinet- 
making trade. They found in the joiner a craftsman accustomed to good, 
solid construction and to leaving his work clean from the tool ready for 
painting; although he, too, normally finished some of it with murky stain and 
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it varnish. This choice of craft meant that the pioneering group had to re-learn, 
(] painfully and slowly, any approach to the elegance called for when furniture 
it was required for sophisticated living in town houses rather than small country 
n buildings of farmhouse type. Some of them indeed showed little interest or 
e aptitude in doing so. 

n It is unfortunate that most of Norman’s furniture drawings appear to 


have been lost in a fire in the workshop. Lady Norman says that her husband 
a used to work out the details of design and construction in collaboration with 
} his craftsman, and certainly the furniture of Thorpe Lodge bears little evidence 
of the tyranny of the drawing-board that often dogs “ architect’s furniture ”’. 
In some instances, however, sheer fascination in construction led to the 
ts studied adoption of unduly complicated methods—as it did with Ernest 
t Gimson on occasion. The influence of the same school appears in the care 
L and inventiveness lavished on such necessary details as handles, mostly in 
| wood. In one piece the initials MN appear on each handle. It is obvious, 
too, that great care has been taken in the selection of the woods. There are 
many notes in the accounts of sums for sawing timber; and in a few instances 
the wood appears to have been used rather too soon. Yet bearing in mind 
the difficulties that the use of some of these little known timbers involve 
: there has been surprisingly little shrinkage or other movement. 





Norman’s ‘‘ covered wagon’ dining 
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Although some of the pieces in Thorpe Lodge do not seem to have been 
worked out to a conclusion, they all show imagination far in advance of most 
of the trade furniture of their time. And they are all excellently made. 
Norman also himself designed the metalwork of his furniture, specially for 
each piece; it was mostly made by A. J. Shirley, who in 1906 moved into a 
workshop in Percy Street, off Tottenham Court Road. This Shirley was in 
no way related to W. K. Shirley, Norman’s architect, but he moved in the 
same circles. He had been a member of the Art Workers’ Guild since 18&9 
(only five years after its foundation) and was almost certainly an educated 
pioneer. Mr. Ronald Norman tells how his brother used often to call at 
Shirley's workshop on his way back from the City, and he recalls his fixing 
coloured pieces of glass in a lamp while it was being made. Shirley made 
many fine metal pieces for Thorpe Lodge; among them were a pair of elaborate 
firedogs in a lily pattern, electric light fittings, radiator grilles, and garden 
gates, as well as special metal fittings for furniture and joinery. All these 
appear to have been designed by Norman, probably in close collaboration 
with Shirley. 

Among other craftsmen whose work appears in the house are William 
de Morgan (fireplace tiles), Henry Wilson (statuette), Omar Ramsden (silver- 
work) and C. R. Ashbee (bedroom furniture). Norman’s personal interest in 
and active support of the craftsmen of his own day, sustained as it was over 
a considerable period of time, shows the delightful enthusiasm displayed by 
the great patrons of the Renaissance—yet with the particularly intimate 
character that has always been associated with the gifted amateur in England. 
It is perhaps unfortunate that he seems to have regarded these unusual 
interests as intensely personal, a necessary complement, as it were, to the 
strenuous life in another sphere that his great office thrust upon him. Had 
Norman used his unique influence to encourage bankers to become patrons of 
the work of their own day—a role for which they were eminently fitted by 
education and prestige—he would have performed a service of incalculable 
value to British industry, which might well have been set on the road to 
world leadership in design. And what an avalanche of well-meaning, worthy, 
dull, embalmed interiors we should have been spared! The moment of great 
opportunity provided by Norman’s skill, influence and personality has passed; 
but lesser openings must be found for the solution of this ever more urgent 
problem. 
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Personal Saving through Life Assurance 


By a Special Correspondent 


war years has been the relatively even pace of its growth. Personal 

Savings as a whole might vanish completely on balance in early post-war 
years and then shoot up dramatically in 1952 and 1953. The net volume of 
new sums assured with the life offices, however, increased steadily year by 
year, broadly in line, in fact, with the fall in the value of money. But in 
1954 this pattern was broken by a quite sharp increase in new life business. 
Net new sums assured in 1954 by the 58 offices whose returns are included in 
the big table totalled £925 mullions—16.1 per cent. more than the £797 millions 
assured in 1953. This increase compares with one of only 6.1 per cent. in 
1953 and with the record increase of 17.2 per cent. achieved in 1951. That 
expansion must, however, have been considerably influenced by the sharp 
general rise in prices of that and previous years; the expansion of 1954 was 
the more notable as it followed a period of stability in the value of money. 
The considerable increase in “‘ contractual saving ”’ that took place in 1954 was 
probably again achieved in conjunction with an increase in other forms of 
saving—in contrast with the experience of many earlier post-war years. 

Now that the life offices have awoken to the advantages of properly 
planned publicity, the general public has become more conscious of the extent 
of the contribution that the business of life assurance makes to private savings. 
But published information is still sparse; and all offices might with advantage 
break further from obscurant tradition and publish separate figures for their 
business in individual policies and in staff pension schemes. At present the 
only breakdown of statistics into these two major branches of life assurance 
consists of aggregate figures published each autumn by the Life Offices Asso- 
ciation and the Associated Scottish Life Offices. But these figures them- 
selves are inadequate in many ways. New sums assured are, after all, merely 
the measure of the benefit that will be paid out at some time in the future 
—in some instances well into the next century—on the strictly hypothetical 
assumption that all contracts are maintained in force and that all the persons 
assured under policies that give life assurance cover for only a specified period 
die before that cover expires. And none of the other measures of new 
business distinguishes the three main categories of assurance: staff schemes, 
policies taken out on grounds other than those of assurance as such—for 
example, to minimise tax liability or to raise a loan on a house; and finally, 
the “ non-tied ”’ individual life policy, still regarded by the life offices as the 
most profitable form of business. 

A substantial proportion of all new non-staff scheme business at home 
undoubtedly does consist of contracts whose main attraction is that of tax 
avoidance. These schemes are perfectly legitimate; the life offices do not 
actively foster any atrangement of a type known to be disliked by the 
Inland Revenue. By taking out a life assurance policy a person can, as in 
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NEW ORDINARY LIFE ASSURANCE: NET SUMS ASSURED 


Alliance 

Atlas 

Beacon 

Britannic .. 
Caledonian “e 
Clerical, Medical and General ; 
Colonial Mutual (U.K. only) 
Confederation Life (U.K. only) 
Commercial Union ; 
Co-operative 
Crusader .. 

Eagle Star 

Equitable. . - 

Equity and Law. 

Friends’ Prov ident and Century 
General Life id at 
Gresham Life 
Guardian .. 

Law Union and Rock 
Legal and General : 
Life Association of Scotland 
Liverpool and London and Globe 
Liverpool Victoria ; 
London Assurance 
London Life i 
London and Manchester* ‘— 
Manufacturers Life (U.K. only) 
Marine and General 


Mercantile and General Reinsurance od 


Midland Employers’ 

National and Colonial 

National Farmers 

National Mutual.. 

National Provident a ne 
North British and Mercantile .. 
Northernt - 
Norwich Union Life 

Pearl 

Phoenix 

Provident Association of London 
Provident Mutual 

Prudential , 

Refuge 

Royal 

Royal Exchange .. 

Royal London 

Scottish Amicable 

Scottish Equitable 

Scottish Life 

Scottish Mutual .. 

Scottish Provident a 
Scottish Union and National 
Scottish Widows’ 
Standard . % 

Sun Life 

United Kingdom ‘Provident 
University Life 
Wesleyan and General .. 
Yorkshire. . ; 


* Accounting year ends on March 24. 
£4,310,000 in 1952-53, and £4,045,000 


t Approximation. § Decrease. 


(£ 000’s) 


1938 
4,205 
4,943 
1,291 
3,423 
2,103 
2,733 
2,780 
1,475 
5,991 
3,275 
69QI 


10,313 


2,029 
3,513 
2,655 
2,611 
3,815 
1,719 
3,106 


16,565 


1,721 
2,851 
3,572 
2,079 
2,701 
1,105 

564 

84I 

241 

676 
1,082 
2,047 
5»327 
3,309 


11,756 


8,231 
4,967 
2,069 
3,287 


31,763 


7,895 
5,177 
4,359 
5,526 
2,131 
1,836 
2,317 
1,575 
3,159 
2,539 
5,241 
6,466 


21,660 


5,116 

34° 
1,498 
3,030 


249,056 





1952 1953 
7,911 8,533 
6,279 5,040 
3,945 5,306 
8,213 7,040 
2,996 3,038 
6,596 7,298 
8,589 9,779 
3,884 3,698 
17,270 17,377 
16,615 21,798 
2,028 2,645 
54,261 56,470 
4,034 4,082 
6,723 8,447 
14,844 17,279 
4,029 4,547 
10,046 11,012 
9,008 8,661 
4,057 5,394 
72,347 81,481 
1,958 2,203 
7,399 8,236 
7,057 5,518 
6,049 5,643 
2,806 3,508 
6,429 9,154 
2,107 2,385 
10,441 12,600 
1,227 1,319 
1,156 1,454 
5,039 5»427 
1,834 1,874 
5,024 4,8c8 
13,714 10,283 
I 3,033 16,131 
47,383 53,249 
19,829 20,356 
6,550 6,731 
9,240 8,901 
5,262 52422 
119,121 127,285 
13,477 12,600 
12,010 13,673 
6,122 7,414 
7,216 6,855 
9,912 9,084 
4,049 4,504 
4,395 5,129 
2,537 3,093 
7,684 8,616 
5,111 5,404 
15,532 15,094 
34,049 35,001 
43,043 39,078 
7,276 7,546 
1,012 1,022 
3,508 3,947 
16,381 16,351 
750, 823 796,579 


1954 
10,000} 
6,963 
6,950 
7,262 

3,500f 
7»500 
10,000f 
4,335 
20,312 
25,000 
4,319 
56,765 
5,173 
11,463 
22,010 
7,151 
12,450} 
10,565 
6,439 
100,177 
3,014 
9,171 
5,685 
7,400} 
4,000} 
10,494 
2,631 
15,7504 
1,642 
1,630 
5»395 
2,207 
6,880 
11,380} 
23,500} 
60,000 
22,304 
7,263 
10,800} 
6,870f 
142,000} 
15,000f 
17,280 
8,857 
8,704 
10,079 
4,738 
6,855 
3,093 
9,549 
6,300} 
16,800f 
39,577 
44,383 
9,008 
1,025 
4,527 
20,250f 


924,975 











in 1953-54- 


Increase 
in 1954 
1,467 
1,923 
1,584 
216 
462 
202 
221 
637 
2,935 
3,202 
1,674 
295 
1,091 
3,016 


2,072 
1,097 


1,809 
1,448 
14,715 
2,400 
3,607 
1,443 
1,849 
995 
234 
1,720 
600 
933 
896 
1,706 
3,976 
5»395 
1,462 
3 

580 
3,899 


128,396 


Net sums assured amounted to £3,530,000 in 1938-39, 
tIncluding London and _ Scottish. 
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no other way, create an estate literally at the stroke of a pen. The saving 
in estate duty can be considerable. Provided that the policyholder does not 
mind all interest in his policy passing ab initio to his wife and/or children, a 
policy suitably drawn under the provisions of the Married Women’s Property 
Act, 1882, forms an estate by itself for duty assessment. However, a con- 
cession that was, in the opinion of the Inland Revenue, being exploited to an 
unreasonable extent was eliminated by Section 33 of last year’s Finance Act. 
Previously, each policy for not more than £2,000 issued under the Act escaped 
estate duty altogether. The offices had agreed to limit the number of £2,000 
M.W.P.A. policies that could be taken out by the same proposer; but the 
check was not effective, and now all policies in favour of the same beneficiary 
are aggregated by the tax authorities. It has been estimated by the Policy 
Holder Insurance Journal that in 1954 the sums assured under the provisions 
of the M.W.P.A. may have reached {100 millions. The policies consist 
mainly of whole-life and endowment assurances. 

What 1s the measure of the contribution of new life business to net personal 
saving ? It is unnecessary to include as a negative item the full total of 
out-payments on maturing policies; there is little doubt that a substantial 
part of current payments under life policies is reinvested in other channels of 
personal savings. Mr. J. M. Ross, a past president of the Faculty of Actuaries 
(the Scottish professional body), suggested in his inaugural address in 1950 
that the proportion of payments reinvested at death or maturity of policies 
might amount to as much as 60 per cent. In 1953 claims in ordinary life 
assurance absorbed almost {107 millions—compared with total premiums of 
{278 millions; whilst disbursements in industrial assurance totalled {69 
millions, compared with premiums of £143 millions. Gross in-payments thus 
amounted to {172 millions and £74 millions respectively in the two branches 
of life assurance. 

A better measure of the net amount saved through the life offices is given 
by the fluctuations in the volume of funds at the disposal of the offices, since 
this takes into account, also, the highly important investment income (equal 
in 1953 to one-fifth of the total income of the life offices). This was the 
approach adopted by Mr. C. T. Saunders in his estimates prepared in the 
wider context of an ambitious analysis of personal savings as a whole.* But 
it is important to point out that by taking simply the growth of life and 
annuity funds each year Mr. Saunders in fact under-stated the volume of net 
saving through life assurance to a considerable degree—by failing to take into 
account transfers that are made from these funds to investment reserves. 
With one exception, the British life offices do not disclose the true value of 
their assets. In much the same way as the banks, they write down, but do 
not write up, their investment portfolios in accordance with fluctuations in 
market values. Some, indeed, make a transfer from the life and annuity fund 
to contingency reserve as a matter of principle, year in, year out—and the 
amount of such transfers is openly visible from the offices’ revenue accounts. 

The majority of offices have built up large inner reserves over the years, 
partly out of profits on investments sold, so that transfers from working funds 
are rarely necessary. Nevertheless, in 1951, and again in 1952, the extent of 





*** The Pattern of Savings and Investment.’’ Read to the Manchester Statistical Society 
in November, 1954, and discussed in THE BANKER of December, 1954. 
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the fall in fixed interest values from the dizzy heights reached at the peak five 
years previously had brought not a few of the life offices to the point where 
remaining inner reserves were insufficient to cover the difference between the 
book and current market values of their assets. In 1952 a total of £23.3 
millions was transferred out of ordinary life and annuity funds, the bulk of 
it to investment reserves. A similar transfer totalling {24.4 millions was 
made by the industrial offices. Plainly these internal transfers have no 
relevance to the volume of funds saved by policyholders. 

The corrected figures of personal saving through the life offices are 
presented below. It will be seen that, set against Mr. Saunders’ estimates 
of total net saving by the personal sector, the contribution of the life offices 
is very substantial. In the early post-war years it was considerably more 
than total net personal saving, and even in 1953 accounted for nearly one-third 
of the high aggregate of {722 millions. Expansion has been concentrated for 
the most part in ordinary life business. Insurance at the doorstep is not un- 
naturally waning in favour as rising incomes enable working families to take 


CONTRIBUTION OF LIFE ASSURANCE TO PERSONAL SAVING, 1938-54 


(f millions) 
Estimated Increase in Funds 


Available for Investment* 19358 1940 1949 1950 1951 1952 1953 
Ordinary business - ie 42 71 95 108 134 150 170 
Industrial businesst ‘ - 30 52 52 53 49 53 61 

Total estimated increase a 72 123 147 161 183 203 231 
Actual unadjusted increase in 

funds .. is ~ s 65 I20 137 142 T45 156 194 
Total personal saving; .. i 168 491 —10 75 173 518 722 


* Approximate. Adjusted for transfers to investment and other reserves. 
t Including industrial ordinary business of collecting societies. 


* Official estimates, from National Income Blue Books, net of capital transfers, additions to 
tax reserves and taxes on capital. 


advantage of the better value given by the ordinary policies—which do, of 
course, entail far lower administrative costs. 

The extent to which the life offices are nowadays so dominant in the gather- 
ing and disposal of personal savings lends especial importance to the prospects 
for their expansion in coming years. The new life business is nowadays 
closely geared to business activity and profits. Premium income from staff 
assurance and pension schemes accounted in 1953 for one-third of total 
premium income. The field for new “ scheme” business must by now be 
narrowing; yet there are encouraging factors too. One is the possibility, 
admittedly seemingly not great at present, of implementation by the Chancellor 
of the Exchequer of the recommendations of the Millard Tucker Committee 
to extend to professional and other self-employed people and to controlling 
directors of companies the important tax privileges that are at present granted 
only to employees. Another and more substantial reason for optimism is 
that the effect of full employment and booming incomes on widening the 
range of people taking out individual policies should, in the long run, serve to 
revive this traditional form of the life offices’ business. 
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Highlights of Irish Banking 


By a Special Correspondent 


RISH banking has always been characterized by its close relationship with 
ie financial mechanism of the City of London; but its own particular pre- 

occupation of recent weeks has no precedents in England. Differences 
between managements and staff are not uncommon in the banking world, but 
in the Irish Republic they tend to reach a degree of struggle and militancy 
that has rarely been matched elsewhere. In the latest salary dispute the 
tactics of the Irish bank union have forced the banks to take the drastic step 
of restricting their hours of business with the public. From early December 
the Irish Bank Officials Organization has effectively imposed a cut of some 
63 hours weekly in staff hours; on full days the hours worked are now from 


TABLE I 
BANK PROFITS AND DIVIDENDS 
NET PROFITS DIVIDENDS 
1951 1952 1953 1954 1935-38 1947-52 1953-54 
(£’000s) (Per cent.) 

Bank of Ireland .. - 397 396 414 422 133 14 15 
Dublin 

Hibernian Bank* se 99 99 IOI 104 11}-12 12 13 
Dublin 

Munster & Leinster Bank* 150 149 159 167 12 II 12 
Cork 

National Bank* .. on 282 311 322 350 12 IO-II II 
London 

Northern Bank .. os 121 120 130 141 12-10} 104 11} 
Belfast 

Provincial Bank .. ‘le 67 67 72 77 124 10 12 
Dublin 

Royal Bank “< a 39 41 4! 41 9-8 7 8 
Dublin 

Ulster Bank big 2% 150 133 133 147 14 18 18 
Belfast 

Total .. .. 1,305 1,316 1,383 1,449 





* Profits of these banks shown before deduction of tax on distributed profits. 


9.30 a.m. to 4.15 p.m. Since January 24 banks have accordingly been open 
only from 10 a.m. to 12.30 p.m. The staff pressure has happily not reached 
the pitch of three years ago, when it resulted in a full-scale stoppage that 
dragged on for two months; but the disturbance is drastic enough to cause 
major problems in the administration of the banks and, of course, considerable 
inconvenience to the business community. 

For the bank shareholder, by contrast, the new year dividend season has 
been devoid of excitement. In 1953 six of the eight commercial banks that 
do business in the Republic followed the English banks in raising their 
dividends; but this year not one of these six has emulated the three English 
clearing banks that made further increases, whilst both the National Bank 
and the Ulster Bank have maintained their distributions unaltered for the 
second year in succession. It should be noted, however, that the National 
Bank—which is, of course, a member of the London clearing house—raised 
its dividend in 1952—the first increase made by any Irish bank since 1947. 
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The one Irish bank that did increase its payment in 1954 was the Belfast 
Banking Company, which moved in company with its parent English bank, 
the Midland; but this bank no longer maintains any branches in the Republic. 
The other Irish subsidiary bank, the Ulster Bank, did not, somewhat sur- 
prisingly, follow its parent, the Westminster, in making a belated dividend 
increase—and is thus the only Irish bank not to have raised its distribution 
since 1952. The Ulster Bank can, however, claim that its rate of 18 per cent. 
is still easily the highest nominal rate paid by any Irish bank—and also 
provides the highest margin over its pre-war dividend. 

The conservative dividend policy of the Irish banks in 1954 cannot be 
attributed to any decline in profitability. All eight banks recorded modest 
increases in net profits, the aggregate increase being 4.75 per cent., compared 
with one of 5.1 per cent. in 1953 (when, however, four of the banks showed 
declines in published profits). 

It must be remembered, however, that the true experience of banks in 
Ireland, as in England, is shrouded by the vagaries of inner reserve policy. 
Comparisons with English banks are further complicated by the fact that 
only four of the eight Irish banks strike their profits after providing for 
taxation on dividends. The proportionate increases in profits is on a com- 
parable basis much nearer the increase of 8.6 per cent. shown by the English 
‘‘ Big Seven ’’, all of which follow the practice of stating dividends “‘ net ”’. 
The true earnings experience of the Irish banks in 1954 almost certainly 
improved more than appears from the published figures. The rise in the 
London gilt-edged market in the year as a whole improved the capital value 
of security portfolios, which form a substantially larger proportion of deposits 
than they do in England (and around 8o per cent. of the Irish banks’ invest- 
ments are in British Government securities), permitting a strengthening of 
published as well as inner reserves. 

The continued rise in gilt-edged has, of course, meant that yields on new 
securities have been falling. Moreover, advances rates were reduced in May 
by up to 3 per cent., bringing the spread of rates to 34-54 per cent. This 
reduction followed the cut of $ per cent. in the London Bank rate earlier that 
month; advances rates of the Irish banks had moved up with Bank rate in 
March, 1952, but had remained unaltered after the London Bank rate reduc- 
tion of September, 1953. Yet despite the fall in average yields on advances 
in 1954 total earnings from them almost certainly rose; the average of 
advances outstanding during the year was considerably higher than in 1953 
(when it was depressed by the decline that started in late-1952). 

The movements in the individual banks’ assets and deposits in 1954 are 
detailed in Table II. It is important to note, however, that the recorded 
expansion in deposits and advances has been exaggerated to a considerable 
degree by the fact that items in course of collection (in effect included under 
both heads) were this year abnormally inflated asa result of the staff dispute. 
Although the banks were closed to the public on December 28 and 29, the 
arrears of work accruing from the restrictions on working hours were too 
large to be cleared. It is noteworthy that the two Belfast institutions, the 
Northern Bank and the Ulster Bank, whose Northern Ireland offices were, of 
course, unaffected by the bank dispute, show increases in deposits markedly 
below the average for the eight banks. It may be noted, too, that the 
balances in course of collection of the Ulster Bank—the only Irish bank to 
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show this item separately—trose from {1.4 millions to £2.4 millions. In six 
of the other seven banks the increase in transit items swelled the year-end 
figure of advances, and in the National the recorded composite item of cash 
and balances. 

It seems reasonably deducible from these movements that the true 
expansion of bank deposits in 1954 was probably of much the same extent as 
the increase of {20.7 millions, about 5} per cent., that occurred in 1953. 
Certainly, it must have been still well above the increase of just under £5 
millions experienced in 1952. In 1951 there had been a fractional decline. 
A notable feature of last year’s expansion was that it was spread fairly evenly 
among the individual banks. There was also little divergence in asset move- 
ments. The great bulk of the banks’ assets continue to consist of advances 
and investments—over 80 per cent. compared with an average of around 
64 per cent. for the English banks. Total investment portfolios fell slightly 
in 1954; but it appears that this aggregate movement covers an increase in 


TABLE II 
CHANGES IN DEPOSITS AND ASSETS 
(£’000s) 


























CasH, LONDON 
DEPOSITS BALANCES AND | INVESTMENTS | ADVANCES AND 
CaLL MONEY BILLst 
At Change At Change At Change; At Change 
Dec. 31, on Dec. 31, on Dec. 31, on  {|Dec. 31, on 
1954 1953 1954 1953 1954 1953 1954 1953 
Bank of Ireland 91,356* + 7,393*| 17,394 + 3,922 | 38,704 + 96 | 40,438 + 3,583 
Hibernian .. " 25,873 + 1,536] 4,045 + 881 10,709 +197 | 12,129 + 407 
Munster & Leinster 72,070 + 5,260 | 13,451 + 3,955 | 25.471 —464 | 34,614 + 1,655 
National - 85,527 + 6,132 | 26,502 + 3,730 | 29,078 +149 | 33,168 + 2,115 
Northern 45,803 + 2,028 | 7,058 -—- 213 22,353 +525 19,271 + 2,062 
Provincial .. 39,098 + 2,247 6,289 + 522 16,298 — 671 19,010 +- 2,434 
Royal 20,311 + 12,553 | 4,253 + 1,318 6,859 — 776 9,578 + 1,030 
Ulster 49,123 + 631 9,159 — 524 26,189 +252 17,485 + 663 
Total Eight Banks | 429,161 + 26,780 | 88,151 + 13,591 | 175,661 -— 692 | 185,693 + 13,949 
* Includes Government and other public accounts. 
National 


t Includes balances in course of collection except in the case of Ulster Bank, and 
Bank which includes balances under cash item. 


the banks’ holdings of Irish Government and corporation stocks. The Govern- 
ment made another large market issue in October, 1954, the third in succession 
and of the longest life of all. It consisted of {20 millions of 4} per cent. 
stock 1975-80, issued at 96, giving a redemption yield of 4? per cent., no less 
than that on the previous year’s offer of £25 millions of 1973-78 stock. This 
years stock was thus notably attractive in the light of the lower yields on 
British Government securities, and accordingly drew a good response from the 
banks. Dublin Corporation also made another sizable issue in 1954, £5 millions 
of 44 per cent. redeemable stock, 1970-75, at 97. 

The extent of the increase in the banks’ portfolios of Irish securities during 
the year cannot be gleaned from the balance sheets; the National Bank, 
which is the only bank to show this item separately, increased its holding of 
Dublin quoted securities from {3.5 millions to £4.7 millions. Official figures 
also show that in the third quarter of the year holdings of Irish Government 
securities by all the banks were, at {14.3 millions, 40 per cent. higher than 
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twelve months before, and nearly twice as large as in the third quarter of 1952. 
But although holdings of non-Government Irish stocks are also expanding 
rapidly, the total portfolio of Irish stocks of £24.3 millions is still less than 
14 per cent. of the banks’ total investment holding. 

The main increases in bank assets last year occurred in advances and bills 
—items that are still not shown separately by all the banks. The most 
striking contrast between the English and Irish banks in the disposition of 
assets is still in the low level of Irish bill portfolios. In the third quarter of 
last year holdings of bills totalled {17.8 millions—less than 4} per cent. of 
deposits, compared with some 184 per cent. for the English banks. Loans at 
call take up about the same proportion of deposits as in England, at around 
64 per cent., so that despite the higher cash ratios maintained by the Irish 
banks (at around 11 per cent. inclusive of London balances, compared with 
8 per cent. for English banks) their total liquidity ratios are considerably 
lower—the obverse, of course, of the larger proportion of deposits deployed 
in the “‘ earning ”’ assets of advances and investments. 


American Review 
Breet 8 activity continues its steady recovery from the recession. The 





Federal Reserve Board’s index of industrial production, seasonally adjusted, 

rose in January by a further point to 131 (1947-49=100), six points above 
its level a year before and only three points below that of January, 1953. 
Expansion is in fact proceeding at broadly the pace expected by the authorities 
in December, when they made a limited but significant tightening in monetary 
policy (discussed in its wider context in an article on page 144). 

The first impact of that shift in emphasis of the aims of the “‘ Fed ”’ has already 
been felt in the money market, though Wall Street, after a sharp initial setback, 
continued its remarkable rise until the second week of February; the Dow Jones 
Industrial Average reached a new peak of 414 on February IT. 

The restraining influences of official policy should, however, become more 
effective in coming months. The open market operations of the Reserve System 
were directed steadily in the early weeks of the new year to “ mopping up ” 
surpluses of funds stemming from the seasonal decline in bank loans and in the 
active currency circulation. Sales of Treasuries by the Reserve System totalled 
almost $1,300 millions over the four weeks to the close of January, and by the 
week to February 2 the free reserves of member banks had been reduced to $100 
millions—well below the level of $700 millions or so maintained during most of 
1954. The Reserve System had by early last month begun a modest replenish- 
ment of its Treasury portfolio, but all the evidence suggests that the short-term 
market will continue to be held on a firm rein and that rates will harden further. 

Another important influence on the stock markets in coming weeks will be 
that of the Treasury’s successful refunding operation. Last month it dealt with 
the $15,000 millions of maturing debt partly by the issue of 3 per cent. forty-year 
bonds—the longest Treasury maturity on offer since fifty-year Panama Canal 
Bonds were sold in 1911. Unlike the thirty-year 3} per cents. issued for cash 
two years ago, the new long-term Treasuries were available only on conversion. 
The eligible securities consisted of $2,600 millions of 2{ per cent. bonds redeem- 
able in March; and the resultant sale of $1,900 millions of the 1995 bonds was 
well above expectations. The average maturity of marketable securities now 
becomes four years and nine months, against four years and two months. 
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The sale of the new long-term securities should have an important restrictive 
influence on the availability of long-term funds for mortgages, and so damp down 
the boom in construction. That boom actually fed largely on the recession itself, 
as the amplitude of bank credit and Federal guarantees of mortgages permitted 
exceptionally easy terms to be offered to home purchasers. Mortgage finance will 
certainly continue to make substantial demands on available long-term funds for 
some time ahead, and the market also expects a marked revival of issues by 
industrigl companies in 1955, aS expansion gets under way. As long as the 
Reserve System maintains its present grip on the cash reserves of its member 
banks, the result must be a moderate, though sustained, pressure on long-term rates. 

Expectations of some revival in capital outlays by industry this year stem 
largely from the rapid pace of recovery in the steel and automobile industries— 
which were both particularly hit by the recession. It is apparent that the recent 
revival of demand has found consumers relatively short of stocks—though total 
stocks of traders and manufacturers fell in December, reversing the upturn of the 
month before. 

Both industries, however, now face the possibility of serious labour disputes 
following recent union demands for a ‘‘ guaranteed annual wage’’. The United 
Automobile Workers has been the most clamorous for this innovation; but labour 
demands in general may be stiffened by the recent merger of the American 
Federation of Labour with the Congress of Industrial Organizations. 


American Economic Indicators 
1954 


195 1952 1953 1955 
Oct. Nov. Dec. Jan. 





Production and Business: 


Industrial production eg aoe 120 124 134 126 128 130 131 
Gross private investment (billion $) . 56.9 50.7 51.4 — — 49.5 — 
New plant and equipment wwe a: 25-6 26.5 28.4 — —_ 26.6 — 
Construction (million $) - 2,574 2,604 2,904 3,105 3,192 3,262 3,352 
Business sales (billion $) +e . 44-5 2.5 2.5 C682 B80. os — 
Business stocks (billion $)  .. -- 99-3 20 Ses 25: Fee 2 —_— 
Merchandise exports (million $) -- £,253 £,9606 £8,334 3,966 . 8,068 . 2,989 — 
Merchandise imports (million $) ‘e 914 893 906 763 839 942 — 
Employment and Wages: : 
Non-farm employment (million) -» 53-9% 54.5* 55.6% 54.9 55.6 55-4 54-9 
Unemployment (’ooos) .. 1,879* 1,673* 1,602* 2,741 2,893 2,838 3,347 
Unemployment as % labour force ie 3.0°  ¢.4° = “66 4-5 4-5 5-3 
Hourly earnings (mfg.) ($) .. o - 3-99 Sr Be 2.8 ta eee «(CS 
Weekly earnings (mfg.) ($) .. om x 64.71 67-97 71 57 72.22 73.57 74-30 73-97 
a 1g 535 493 42 
wanted commodity (1931 =100) ole 451 399 389 407 410 415 416 
Farm products (1947-49 =100) oo 223.4 1067.0 97:0 93.3 93.2. 3.9. 93.9 
Industrial (1947-49 = 100) o* .. 15.9 113.2 114.0 114.5 114.8 114.9 115.3 
Consumers’ index (1947-49=100) .. III.O 113.5 114.4 114.5 114.6 114.3 — 
Credit and Finance: 
Bank loans (billion $) . o» 57-7 64.2 68.3 67.68 69.5 93.2 — 
Bank investments (billion $) -« 94.9 977-5 76. S39 8.3 55.7 — 
Bank loans (weekly) (billion $) -. 88.6 S854 Bed SO 2058 Bee. 82.2 
Consumer credit (billion) bs .. 28.8 =F Be ee. oe 2 -- 
Treasury bill rate (%) vi -» 3.959 28.9% C2 Oe Sele. Sia: . 6-88 
U.S. Govt. Bonds rate (%) _ .. -. 2.577 2.68% 3.36 2.65 3.68 2.66 8.76 
Money supply (billion $) 189.8 200.4 205.8 211.4 athe. 3 214.5 — 
Federal cash budget (+- or —) (mill. $) +1,244 -1,641 -6,159 —_ —3,897 — 


Notes.—Latest figures are preliminary or estimated. For 1951-54 actual totals are shown for 
construction, equipment and other domestic investment. Business sales and stocks, money 
supply, bank loans and consumer credit show amounts outstanding at the end of the period. 
Moody’s spot commodity index shows high and low, 1951-53,. and end-month figures last year; 
other commodities show monthly averages. Investment figures, 1954, are quarterly and at 
annual rates. Weekly bank loans are derived from partial returns only. Budget figures are 
cash totals 1951-54 and also —? for 1954. 

* Old basis. t Old se 
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International Banking Review* 


Argentina 


HE embargo maintained by the Government since 1951 on the transfer 

abroad of the earnings of “ old ’’ foreign capital—defined as money invested 

prior to August 26, 1953—is to be partially eased. Existing investments in 
manufacturing industry and mining will in future be accorded the same remittance 
and capitalization rights as enjoyed by capital invested after August 26, 1953. 
Under the new investment law transfers abroad of earnings are permitted 
up to a maximum of 8 per cent. of sums employed, and special rights are granted 
in respect of earnings ploughed back in Argentina. The new facilities apply to 
“old ”’ capital, however, only for amounts earned in financial years commencing 
after August 26, 1953. 

Moreover, the great bulk of foreign capital invested in Argentina is employed 
outside manufacturing industry and mining, so that the new concession will be of 
very limited value. The authorities have indicated that the new investment law 
may be extended to “ old ’”’ capital in other fields at some later date, as and when 
the foreign exchange accounts permit. 


Australia 


The Governor of the Commonwealth Bank, Dr. H. C. Coombs, has issued a 
warning against a policy of speedy development. He declared that Australia had 
never been so development minded as since the end of the war, and that over- 
ambitious programmes had created a serious problem of inflation. Now Australia 
should be prepared to slow down the pace of development to keep the economy 
stable—a policy that would in the long run achieve more. 

Rumours of the pending devaluation of the Australian pound have been 
described by Sir Arthur Fadden as “ absolutely ridiculous’. The Minister for 
Customs, Senator O’Sullivan, has asserted that recent trends in Australia’s overseas 
trade should be regarded with extreme caution but not panic, and expressed the 
hope that it will be possible to weather the storm without further credit restrictions. 
However, trade figures show little sign of improvement; deficits were again incurred 
in both December and January, despite the fact that exports are seasonally high 
in those months. 

Australia has arranged to raise a second public loan in Switzerland, to the 
value of Sw.Frs. 60 millions—the same amount as the loan obtained in November, 
1953. The new advance is for a period of 15 years, with the option of repayment 
after ten years. The loan, which carries interest at 3} per cent., will be used to 
finance public works. 


Brazil 


The Government has raised the exchange bonus on coffee exports, giving an 
effective rate of exchange of 37.06 cruzeiros to the U.S. dollar, against crs. 31.50 
previously. . This devaluation of the “ coffee cruzeiro’’’ brings it into line with 
the exchange rate for cotton, cocoa and other staple exports; it is hoped that it 
will put an end to the slump in coffee exports caused by the reluctance of the New 
York market to absorb Brazilian coffee at the prices previously quoted. It is 
estimated that over the second half of last year Brazil’s coffee exports were down 
by about 40 per cent. in volume on the previous year. 


__ * News of United States banking appears in ‘‘ American Review "’ (page 176). Brief editorial 
discussion of particular items of international banking news appears in ‘‘ A Banker’s Diary ’’ 
(pages 125-130 in this issue). 
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In order to discourage buyers from delaying their purchases of Brazilian 
coffee in anticipation of a further devaluation, Brazil has now offered what is in 
effect an exchange guarantee. It has declared that it will reimburse the buyer 
of Brazilian coffee if the exchange rate is altered within 45 days of the date of sale. 

The United States Export-Import Bank has granted Brazil a further credit of 
$75 millions. The money will be used to finance imports. 


Canada 


The Bank of Canada reduced its Bank rate from 2 to 13 per cent. on February 14. 
The reasons for this move, taken in the face of the growing weakness of the Canadian 
dollar on the exchange markets, are explained in an editorial note on page 128. 

Exports fell in 1954 from Can. $4,173 millions to Can. $3,946 millions, but 
imports declined more sharply, from Can. $4,383 millions to Can. $4,095 millions. 
Moreover, exports were tending to rise in the closing months of the year, whereas 
imports continued to fall. 


Ceylon 


Ceylon achieved a record surplus of Rs. 412 millions in its overseas trade in 
1954. This compares with deficits of Rs. 40 millions in 1953 and Rs. 200 millions 
in 1952; the previous best achievement was a surplus of Rs. 16 millions in 1950. 

The export duty on tea was raised by 30 cents to Rs. 1.30 per pound at the 
end of January. The authorities intimated that the intention was to mop up the 
excess spending power generated by the rise in the world market price. 
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Denmark 


The deterioration in Denmark’s external payments accounts has been reversed ; 
gold and foreign exchange liabilities are now put at only Kr. 100 millions in excess 
of assets, against the shortfall of Kr. 300 millions reached at the height of the 
crisis last autumn. This respite has taken place despite the fact that exports 
have continued to run far below imports. It is assumed that speculative and 
financial transactions must now be working in Denmark’s favour—as a result of 
the Government’s denial of devaluation rumours and of its measures to restrict 
credit. 


Egypt 

A British trade mission, headed by Mr. J. C. R. Eley, deputy chairman of the 
British Bank of the Middle East, has had discussions on Anglo-Egyptian trade and 
payments with Egyptian Ministers, industrial leaders and other businessmen. 
Mr. Eley asserted at the end of the discussions that substantial results should 
follow. He pointed out that there were two main obstacles to an immediate 
expansion of British sales to Egypt—high Egyptian tariffs and the Egyptian 
“import entitlement account ’’ system, under which importers of British goods 
had to pay a premium of 63 per cent. on the sterling they required. He said 
that there was a considerable potential demand in Egypt for durable consumer 
goods and that the future market for capital goods looked promising in the light 
of present development projects. 

It has been reported that Britain has been asked to step up the annual release 
from Egypt’s blocked sterling balances from {10 millions to £25 millions. 


France 


Total exports in 1954 were some 18 per cent. higher than in 1953; imports rose 
only slightly, and the deficit on visible trade was cut by almost a half to Frs. 145,000 
millions. The improvement was particularly marked in trade with the rest of 
continental Western Europe. 

France has repaid to the European Payments Union the sum of $80 millions, 
representing that part of its debt not covered by the bilateral amortization agree- 
ments concluded in June, 1954. The money was immediately passed on to 
individual European creditor countries; and France’s credit lines in E.P.U. have 
been fully reconstituted. 


Germany 


All tariff rates of more than 30 per cent. have been reduced as part of the 
programme to liberalize the country’s import trade. Reductions have been made 
on over 1,000 items, including motor vehicles, steels, chemicals, and a wide range 
of consumer goods. 

Credit on the short-term money market has become considerably easier in 
recent months. Day-to-day money has recently been quoted at 1? per cent. in 
the German market, but this rate itself has been under pressure. A number of 
banks are said to be considering the possibility of finding employment for surplus 
funds abroad; the authorities permit money to be invested abroad for periods 
up to go days. 

A new trade pact with Eastern Germany envisages a level of trade of the 
equivalent of £85 millions in 1955. This would be well over twice as large as 
mutual trade in 1954. 

Negotiations have been opened in Washington in connection with the return 
to Germany of about $350 millions of dollar assets frozen in the United States 
at the outbreak of war. 
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The foreign exchange allocation for tourists of DM. 1,500 a year has been 
extended to cover travel to the dollar area. 


Honduras 


Honduras is to borrow $50 millions from the International Bank for Recon- 
struction and Development to help finance a five-year economic development 
programme of the equivalent of U.S. $150 millions. This programme was itself 
suggested in 1954 by an economic committee working under the guidance of the 
World Bank. 


India 
An agreement has been concluded under which the Soviet Union is to supply 
and erect a steel plant producing 1 million tons of steel per annum. 
The Government has floated a corporation to assist in financing small industries 
so as to improve and develop their methods of manufacture, management and 
marketing. The authorized capital of the new concern is Rs. 1 million. 


Iran 


The improvement in Jran’s external payments following the resumption of 
oil exports has led to an upward revaluation of the rial. 

The National Bank’s buying rate for foreign exchange derived from ordinary 
commercial transactions has been adjusted from 82 to 75 rials to the U.S. dollar; 
equivalent alterations have been made for other currencies, the new sterling rate 
being 210 rials to the pound. It has been announced, however, that until accumu- 
lated stocks of foreign exchange have been sold, selling rates will not be adjusted 
to the same extent. Instead, importers will be allowed to take half their require- 
ments at 76} rials to the dollar and half at 82} rials to the dollar. This gives an 
effective dollar rate of 79 rials and a sterling rate of 222 rials. The rate applicable 
to certain Government transactions remains unchanged at 89.4 rials to the pound. 


Iraq 


A report prepared by an international monetary expert, Professor Carl Iversen, 
on the proposal that Iraq should leave the sterling area advises against such a 
step at this stage. Professor Iversen shows that Iraq draws more advantages 
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than disadvantages from membership of the area, but suggests that the country 
would do well to utilize its bargaining power to obtain a better position within 
it—that is, to establish an independent reserve of gold and dollars and, eventually, 
independent reserves of other currencies. “‘ Great caution ”’ should, however, be 
exercised in working towards these aims. 


Japan 

The Government has approved the broad outline of a six-year programme 
designed to make the economy independent by 1960 of American military spending 
and other forms of United States aid. The plan envisages an increase in the 
working population to 43 millions against about 40 millions at present, and an 
expansion in national output of around one-fifth. 

Preliminary results show that the country’s external payments transactions in 
1954 yielded a surplus of $99 millions, compared with the deficit of $193 millions 
incurred in 1953. Transactions in sterling showed a surplus of receipts over 
payments of the equivalent of $124 millions, against a deficit of $305 millions in 
the previous year. The dollar account deteriorated, owing mainly to the further 
contraction in American “ procurement ”’ outlays in Japan. 


Netherlands 


Towards the end of January the Netherlands central bank reduced the per- 
centage of deposits that the private commercial banks are required to hold with it 
from 10 to 8 per cent.; last month, however, it restored the ratio to 10 per cent. 
on account of the over-abundance of money in the short loan market. 

The Government is to repay ahead of schedule a further $50 millions of the 
reconstruction loan of $195 millions obtained from the World Bank in 1947, 
bringing its total prepayments up to just over $100 millions. Repayment has 
been expedited on account of the striking rise in Dutch gold and foreign exchange 
reserves over the past two years. 

The Government has indicated its intention to takesteps toratify the London 
Agreement on German debts. Up to now it has refused to participate in the 
agreement because of its dispute with Western Germany over the looted Ausland 
bonds. It is, however, hoped that a satisfactory solution to this problem may 
yet be achieved. 


Norway 

The central bank announced an increase in the Bank rate from 2} to 34 per 
cent. on February 14. The rate had stood at 2} per cent. since January 9, 1946. 
The adjustment is part of a general programme introduced by the Government 
to reduce the country’s external payments deficit and combat inflationary ten- 
dencies at home. Other measures include the tightening of import restrictions 
and the raising of certain sales taxes. 

It has been indicated that Norway may reinforce its dollar reserves by offering 
dollar bonds on the New York market to the value of $30-$40 millions during 
the next few months. It is expected that part of the issue will be absorbed by the 
World Bank, and the rest offered to the public. 


Rumania 


Negotiations on Rumanian debts to Britain have been proceeding in London 
between a Rumanian delegation, headed by the Deputy Minister of Foreign Trade, 
and a British delegation representing both the U.K. Government and private 
creditors. The total value of the debts under discussion is estimated at about 
{100 millions sterling. 
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South Africa 


The Minister of Finance, Mr. Louw, has announced the formal ending of the 
agreement with Britain providing for an annual minimum gold sale to the Bank 
of England of {£50 millions. 

The Finance Minister announced early in February that the Union had decided 
to maintain its Bank rate at 4 per cent., pointing out that there was no reason 
to suppose that the South African rate would have to be increased merely because 
the Bank of England had found it necessary to restore the reduction it had made 
in May last. He revealed that the Governor of the Reserve Bank had, in fact, 
recently discussed with him the possibility of reducing the Union’s Bank rate, 
following on the improvement in the country’s external and internal! finances. 





Letter to the Editor 





Bank Earnings and Salaries 


Sir,—The article on Bank Earnings and Salaries in your February issue has 
evoked much interest and is generally praised by our members as an enlightened 
summary of the position. 

The only increase in remuneration since 1952 has been that of just under 
3 per cent. made in 1954; but this was surely covered by your assessment that 
increased earnings of the banks outpaced any higher expenses. In fact, the 
turnover amongst the female staffs is so large that the saving on salaries through 
young entrants replacing those of, say, four or five years’ service must be not 
inconsiderable. 

The Union agrees entirely that the present and future efficiency of the banking 
service is of great importance to the nation and the staffs. We believe that 
proposals we have made will aid recruitment of the right type of staff and their 
retention, as well as taking full account of the changed and changing staff structure 
in banking. Therefore, on your correspondent’s thesis, we should be assured of 
a sympathetic hearing.—Yours faithfully, 

T. G. EDWARDS, 
General Secretary, National Union of Bank Emplovees. 
London, S.W.1I. 


February 7, 1955. 
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Appointments and Retirements 





Barclays Bank—London—South Harrow: Mr. J. H. G. Bayzand, from Regent St., to be 
manager; Sutton Sin.: Mr. D. H. E. Heymer, from Forest Hill, to be manager. Barnsley, 
Church St.: Mr. J. C. Manton, from York, to be manager. Cliftonville: Mr. A. Holness, from 
Tunbridge Wells, to be manager. Farnworth: Mr. L. Howard, from Manchester, to be manager. 
Great Yarmouth: Mr. L. W. Cowie, from Wroxham, to be manager. Newcastle upon Tyne, 
Gosforth: Mr. T. Mather, from Collingwood St., Newcastle upon Tyne, to be manager. Oxted: 
Mr. A. G. Marks, from Rickmansworth, to be manager. Tyldesley and Atherton: Mr. N. C. Parry, 
from Farnworth, to be manager. Wednesbury: Mr. H. W. Bannister, from Old Hill, to be 
manager. Wickford: Mr. J. S. Brock, from Ipswich, to be manager. Wyroxham: Mr. G. P. 
Burroughes, from King’s Lynn, to be manager. 

Clydesdale & North of Scotland Bank—Glasgow—Cowcaddens : Mr. G. Riach, from Wellington 
St., to be manager on retirement of Mr. J. Stevenson; Wellington St.: Mr. J.Weir, from St. Enoch 
Sq., to be manager. 

District Bank—Bacup: Mr. H. Ashworth, from Burnley, to be manager. Kendal: Mr. J. P: 
Johnson, from Longridge, to be manager. Longridge: Mr. J. R. Hall, from Holmrook, to be 
manager. Manchester and Salford, Oxford Rd.: Mr. B. Cliff, from Victoria St., London, to be 
manager. Market Drayton: Mr. S. S. Plant, from Alderley Edge, to be manager. Prestwich: 
Mr. N. E. Bladon, from Oxford Rd., Manchester, to be manager. Sandbach: Mr. J. A. Plaskett, 
from Prestwich, to be manager. Uppermill: Mr. C. Roughley, from Oldham, to be manager. 


Lloyds Bank—Cambridge: Mr. H. C. Roberts, from Pall Mall, to be manager on retirement of 
Mr. C. D. Henderson. Hawarden: Mr. J. K. Harrison, from St. Annes-on-the-Sea, to be manager. 
Helston: Mr. N. Bond, from Bodmin, to be manager on retirement of Mr. A. C. V. Stephens. 
Liskeard: Mr. W. L. M. Gunn, from Penryn, to be manager on retirement of Mr. F. S. Matheson. 
Lye: Mr. J. T. Degville, from Walsall, to be manager. Smethwick: Mr. J. B. Brown, from Lye, 
to be manager on retirement of Mr. P. F. Simpkiss. Worcester C. & C.: Mr. W. F. A. Stephenson, 
from Hereford, to be manager on retirement of Mr. H. T. Stephens. 

Manufacturers Trust Co.—Mr. A. L. Gomory elected a senior vice-president and member of 
the General Administrative Board. 

Martins Bank—Lonzdon, Waterloo Place: Mr. H. Glover, from London District Office, to be 
manager. Bentham: Mr. J. W. Parker to be manager. Heswall: Mr. J. S. Thomson, from 
head office, to be manager. Liverpool—Church St.: Mr. A. D. Gollifer, from Heywoods, Liverpool, 
to be manager; Speke and Hunts Cross: Mr. E. R. Lang, from Wolverhampton, to be manager; 
Tue Brook: Mr. H. A. G. Birchall, from Heswall, to be manager; Victoria St.: Mr. J. K. 
Washington, from Church St., Liverpool, to be manager. 

Midland Bank—London—Poultry and Princes St.: Mr. C. W. Linton, from Liverpool, to be an 
assistant manager; Wigmore‘St.: Mr. G. A. Eden, from Threadneedle St., to be manager on 
retirement of Mr. G. H. Bunce. Cradley Heath: Mr. W. H. Starmer, from Handsworth, Bir- 
mingham, to be manager in succession to Mr. L. T. D. Jackson. Kidderminster: Mr. L. T. D. 
Jackson, from Cradley Heath, to be manager on retirement of Mr. A. W. Ellis. Old Hill: Mr. 
P. F. Spencer to be manager. Thirsk: Mr. T. G. Smallwood, from Barnsley, to be manager in 
succession to the late Mr. A. W. Davison. Wigton: Mr. T. W. Carruthers, from Barrow-in- 
Furness, to be manager on retirement of Mr. R. I. Saul. 

National Bank of Scotland—Aberdour: Mr. J. P. Amos, from Kirkcaldy, to be manager on 
retirement of Mr. C. J. Kerr. 

National Provincial Bank—Crewe: Mr. F. S. Pratt, from Cannock, to be manager. Dinas 
Powis: Mr. T. L. Cassam to be manager. Macclesfield: Mr. A. H. N. Snow, from Birmingham, 
to be manager. Norwich: Mr. F. P. Baggs to be manager. 

Royal Bank of Canada—Mr. A. F. Mayne, assistant general manager since 1948, to be associate 
general manager, with special responsibility for foreign business. Mr. R. W. Shannon to be 
assistant general manager. 

Royal Bank of Scotland—Mr. D. H. Cameron of Lochiel, T.D., D.L., A.C.A., has been elected 
an Ordinary Director of the Bank. London—Charing Cross: Mr. T. Banks and Mr. A. Anderson 
to be joint managers on retirement of Mr. W. H. Taylor; Head Office: Mr. J. Thomson to be 
Secretary. Glasgow—Hope St.: Mr. O. R. Wardrop, from Bath St., to be manager on retirement 
of Mr. Craig; Bath St.: Mr. W. S. McCredie to be manager in succession to Mr. O. R. Wardrop. 
Kirkwall: Mr. J. B. T. Greer to be manager on retirement of Mr. J. Nelson. Kirriemuir: Mr. 
W. C. Hunter, from head office, to be manager in succession to Mr. E. J. D. Cameron. Montrose: 
Mr. E. J. D. Cameron, from Kirriemuir, to be manager on the retirement of Mr. J. Sinclair. 
Westminster Bank—London—Haymarket: Mr. F. J. Peacock to be manager. Wallasey (Rake 
Lane), Wallasey (Seacombe) and Liscard, Wallasey: Mr. A. Kennedy, from Dingle, to be manager 
on retirement of Mr. J. L. Morey. Winton and Bournemouth, Charminster Rd.: Mr. S. T. Smith, 
from Tiverton, to be manager on retirement of Mr. F. W. Stedman. 




















186 THE BANKER 
Banking Statisti 
Md ATISTICS 
Trend of “ Risk ”’ Assets 
(Figures in italics show percentages of gross deposits) 
Actual {mns. {mns,. 
1951 1954 1955 Change Change since 
Oct. Nov. Jan. Jan. on Year Oct., 1951 
Barclays: 
Advances 368.5 371.0 353-3 383.7 + 30.4 + 15.2 
% i 29.2 29.3 26.2 27.2 
Investments 316.4 425.7 501.7 513.2 + 11.5 +196.8 
% R 25.0 33-6 37.1 36.4 
Lloyds: 
' Advances 345.2 351.1 298.0 321.6 + 23.6 — 23.6 
% se 30.2 30.7 25.6 26.6 
Investments 279.6 371.2 414.9 428.6 + 13.7 -+149.0 
Yo 24.4 32.5 35-6 35+4 
Midland: 
Advances 393.3 397.1 339.8 394.6 + 54.8 + 1.3 
% ~ 29.6 30.1 24.7 27.7 
Investments 329.4 433.8 489.3 489.9 + 0.6 =+160.5 
| a 24.9 32.8 35-6 34-3 
National Provincial: 
Advances 290.3 298.1 247.1 250.4 3-3 —- 39.9 
% 0° 35-4 37-2 29.6 28.2 
Investments 165.9 230.9 252.8 285.2 + 32.4 +119.3 
% ee 20.2 28.8 30.3 32.1 
Westminster: 
Advances 248.6 249.5 220.0 262.2 + 42.2 + 13.6 
% _ 31.2 31.6 26.3 29.8 
Investments 209.4 263.6 281.3 310.3 + 29.0 +100.9 
% 26.3 33-4 33-6 35.2 
District: 
Advances 60.1 62.6 56.1 64.0 + 7.9 + 3.9 
y A - 25.6 26.6 23-3 25.8 
Investments 71.5 91.6 93.8 97.8 + 4.0 + 26.3 
Yo 30.5 38.9 39.0 39-3 
Martins: 
Advances 89.6 Q1.4 83.2 97.5 + 14.3 + 7.9 
% ne 29.1 29.3 26.5 31.2 
Investments 78.6 102.8 120.8 109.7 - 11. + 31.1 
% ss - a 25.5 33.0 38.4 35.1 
Eleven Clearing Banks: 
Advances “ 1,897.0 1,925.2 1,694.7 1,892.4 +197.7 - 4.6 
% we 30.6 31.1 26.3 28.2 
Investments 1,555-2 2,032.7 2,277-I 2,350.7 + 73.6 +795-5 
% s 25.1 32.9 35-3 35.0 
Trend of Bank Liquidity 
1951 1952 1953 1954 1955 
Oct.t Nov. Apr. Apr. Oct.t Dec. Jan. Mar. Sept. Nov. Dec. Jan 
nMmifioene %  % | £ Ee BS 2B ee Se Be SS 
Barclays 40.0 32.8 31.6 31.4 35.0 34.8 34.3 31.3 33-5 34-9 33-3 34-1 
Lloyds 40.0 32.8 31.3 31.0 36.9 36.0 36.2 33.0 34.6 34.1 34.2 35-1 
Midland 40.2 32.8 32.2 34.3 38.3 38.8 37.4 34-1 35-7 35-7 30-4 35-4 
National Prov. 39.4 30.6 31.1 29.8 37.2 39.5 38.6 33.9 33-4 35-6 37.2 38.2 
Westminster 36.7 30.4 30.9 35.8 37.6 37.0 37.3 34.2 32.1% 33-3 32-2 32.6 
District 38.0 30.5 290.5 33-9 35-7 35-5 35-8 33-2 31-5 33-2 32.2 31.3 
Martins -. 39.8 33.2 34.3 33-9 33-6 34.6 32.8 31.3 30.8 31.3 33.2 30.9 
All Clearing 
Banks .. 39.0 32.0 31.6 32.4 36.6 36.8 36.2 33.0 33.7 34.2 34.3 34.4 
* Cash, call money and bills. t Eve of ‘‘new’”’ monetary policy. { After third funding. 
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BANKING STATISTICS 








Averages 
of Months: 
1921 - 
1922 
1923 
1924 
1925 
1926 
1927 
1928 
1929 
1930 
1931 
1932 
1933 
1934 
1935 
1936 
1936 
1937 
1938 
1939 
1940 
1941 
1942 
1943 
1944 
1945 
1946 
1947 
1948 
1949 
1950 
1951 
1952 
1953 
1954 
1951: 
Oct.t 
Nov.t 
1954: 
Jan. 
Nov. 
Dec. 
1955: 
Jan. 


* Ten clearing banks for 1921-35, thereafter eleven except for italicized line for 1936. 


Net 


Deposits 


{mn. 


1,759 
1,727 
1,628 
1,618 
1,610 
1,615 
1,661 
1,711 
1,745 
1,751 
1,715 
1,748 
1,909 
1,834 
1,95! 
2,088 
2,160 
2,225 
2,218 
2,181 
2,419 
2,863 
3,159 
3,554 
4,022 
4,55! 
4,932 
5,463 
5,713 
5.772 
5,811 
5,93! 
5,856 
6,024 
6,239 


5,981 
5,973 
6,232 
6,433 
6,558 


6,474 





Liquid Assets 
Actual Ratio 
{mn. % 
680 38 
658 37 
581 35 
545 33 
539 32 
532 32 
553 32 
584 33 
568 32 
596 33 
560 32 
611 34 
668 34 
576 , 31 
623 31 
692 32 
713 32 
683 30 
672 30 
648 29 
785 31 
676 23 
712 22 
723 20 
788 19 
886 19 
1,280 25 
1,646 29 
1,703 29 
1,920 32 
2,345 39 
2,308 38 
2,097 34 
2,201 35 
2,190 34 
2,423 39.1 
1,981 32.0 
2,339 36.2 
2,287 34.2 
2,382 34-3 
2,315 34-4 


T.D.R.s 


1,002 
1,387 
1,811 
1,492 
1,308 
1,284 
983 
430 
247 


177 
108 


Banking Trends over Thirty Years* 








“ Risk ” Assets 
Invest- Combined 
ments Advances’ Ratio 
£mn. {mn. % 

325 833 64 
391 75° 64 
356 761 67 
341 808 69 
286 856 69 
265 892 70 
254 928 69 
254 948 68 
257 991 69 
258 963 68 
301 919 69 
348 844 67 
537 759 66 
560 753 7° 
615 769 69 
614 839 68 
643 865 68 
652 954 70 
637 976 71 
608 991 71 
666 955 65 
894 858 59 
1,069 797 57 
1,147 747 52 
1,165 750 46 
1,156 768 41 
1,345 888 44 
1,474 1,107 46 
1,479 1,320 47 
1,505 1,440 49 
1,505 1,603 52 
1,624 1,822 56 
1,983 1,838 62 
2,163 1,731 62 
2,321 1,804 64 
1,555 1,897 55-7 
2,033 1,925 64.0 
2,277 1,695 61.4 
2,364 1,859 63.2 
2,353 1,897 61.2 
2,351 1,892 63.2 


t Bank statements immediately before and after the launching of the ‘“‘ new” monetary 
policy and the first special funding operation. 


Ways and Means Advances: 


Bank of England 
Public Departments 


Treasury Bills: 
Tender 
Tap .. 








Floating Debt 


Feb. 20, 


1954 
£m. 


293-5 


3040.0 
1331.9 





4665.4 


Jan. 29, 


1955 
£m. 


243.3 


3270.0 
1642.2 





5155-5 


Feb. 5, 
1955 
£m. 


236.8 


3230.0 
1585.9 





5952-7 





Feb. 12, 
1955 
£m. 


251.8 


3190.0 
1557-1 





4998.9 


Feb. 19, 
1955 
£m 


286.4 


3160.0 
1674.1 





5120.5 

















THE BANKER 





1948-49 .. 
1949-50 .. 


1950-51 


1951-52 .. 
1952-53 .. 
1953-54 -- 


1953 


April-Dec. 


1954 
Jan 


April-Dec. 


1955 
Jan. 


Savings 

Certi- Defence 
ficates Bonds 
(net) (net) 

—- 6.6 - 6.4 
— 23.4 - 18.6 
— 5.5 — 20.7 
+19.8 —14.7 
+20.8 —I1I.3 
+19.0 + 0.3 
+10.9 - 3.3 
+ 4.2 + 2.2 
+25.8 + 32.9 
+ 9.5 + 8.3 


National Savings 


(£ millions) 


Savings Total 
Banks Small 
(net) 
+ 39.8 +26.8 
—- 29.7 - 71.7 
—- 64.7 -— 90.9 
- 90.3 — 85.2 
—-131.6 -I122.I 
- 79.3 — 60.0 
—102.0 - 95.0 
+t 7.1 22.5 
— 55.9 +-32.0 
+ 5.0 22.8 


Accrued 
Interest 


(net) 
102.8 
100.8 

95-3 
94.1 
88.3 
88.6 


63.4 


8.9 
67.2 


9.3 


Defence 


Bond 


Maturity 


—52.1 
—- 0.9 
—42.0 
—45- 
—38. 


~~ ww 


27.4 


— 1.8 


21.5 


~ 


— 1.7 


Change 
in Total 


Remain- 


ing 


Invested 


+59.5* 
+24.2* 
— 36.5* 
— 73.4" 


— 12.2” 


Total 


Remain- 


ing 


Invested 


6101.9 
6126.7 
6130.8 
6094.3 
6020.9 
6008 . 7 


5960.0 


5979-90 
6055.6 


6084.6 


* After taking account of net sales through the Post Office Savings Banks of Government 
securities other than defence bonds. 


Years and 
Quarters 


1946 
1947 
1948 
1949 
1950 
1951 
1952 
1953 
1954 
1953: 
I 


II 

III 

IV 
1954: 

I 

II 

III 


October 


November 
December 


IV 


1955: 


January 
* Portion of mo 


period). 


¢t Comprising a 


1953 and 1954. 


‘ 


Britain’s Gold and Dollar Reserves 
(Millions of U.S. dollars) 


Net Gold and Dollar 
Surplus (+-) or Deficit (—) 


Financed by: 








With 
E.P.U.* 


+++ 
QO 


+++ 





+ 16 





—- 10 


With 
Other 
Areas 


+791 
— 876 
— 460 
+ 433 
+407 


+119 
+ 98 
+ 5§5 
+1061 


+102 
+ 253 
+ 37 





—_ 2 


Net 
Surplus 
or 
Deficit 

—- 908 


+i+ +++ +444 
3 





+ 





- I2 


nthly deficit or surplus settled in gold 


Ameri- 
can 
Aid 


—_ 


682 
1196 
762 
199 
428 


13 


Special 


Payments 


and 
Creditsf 
+1123 
+3513 
+ 805 
168 
45 
176 
- 181 
181 


Edy 


+ 
Q 
fo) 








Change 


In 


Reserves 


+ 220 
— 618 
—- 223 
— 168 
+-1612 
- 965 
489 
672 
244 


rT? 1 


320 
201 
119 

2 
167 


332 
I16 


i++ +4+++4 


> 2 
—- II 
—- 163 





— 139 





> 3 


Reserves 


at End 


of Period 


2696 
2079 
1856 
1688 
3300 
2335 
1846 
2518 
2762 


2166 
2307 
2486 
2518 


2685 


3017 
2901 


2936 
2925 
2762 





2762 





2763 


(in month following each accounting 


‘repurchase ”’ of sterling from the International Monetary Fund in August; 
the initial payment on the funding of part of Britain’s overdraft with the European Payments 
Union in July; and service charges on the U.S. and Canadian loans in December of 1951, 1952, 


The special credits comprised $4,909 millions from U.S. and Canadian credits in 


1946-50; $420 millions from the I.M.F. in 1947-49; and $325 millions from the South African 


gold loan of 1948. 
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THE ROYAL BANK OF SCOTLAND 





Gratifying Position of Financial Strength 





Total Assets Exceed £181,000,000 





Country’s Economic Progress—No Cause for Complacency 





The Duke of Buccleuch’s Review 





T ot Annual General Court of Proprietors 
of The Royal Bank of Scotland was held 
on February 22 in Edinburgh, His Grace 
The Duke of Buccleuch and Queensberry, 
K.T., P.C., G.C.V.O., LL.D., Governor of the 
Bank, presiding. 


His Grace said: 


Once again I have to refer to changes which 
have taken place and are about to take place 
in the Court of Directors. 


Last May Mr. Charles Augustus Carlow 
informed the Chairman of his decision to 
retire, on medical grounds, from the Ordinary 
Court of which he had been a member since 
October, 1941. To our great regret, Mr. 
Carlow died on August 13, 1954. He is 
missed as much by his colleagues at the Bank 
as he will be by a host of friends and colleagues 
elsewhere, and particularly in his native 
county of Fife. 


On the other hand, I am pleased to report 
the appointment, as an Ordinary Director of 
the Bank, of Mr. Donald Hamish Cameron 
of Lochiel, T.D., D.L., A.C.A., and I am sure 
you will welcome this appointment as much as 
we do on the Court of Directors. In accord- 
ance with our Charters he retires at this 
meeting but is eligible for re-election. 


Mr. Kenneth Murray, who has given most 
valuable service to the Bank as Chairman of 
Directors for almost ten years, and has been 
a Member of the Ordinary Court since 1935, 
has asked to be relieved of the duties of 
Chairman. To the regret of all his colleagues, 
Mr. Murray will be retiring from the Chair on 
April 1, although I am glad to say he has 
agreed to continue as an Ordinary Director. 
Mr. Murray will be succeeded by the Deputy 
Chairman, Mr. David Fortune Landale, who, 
prior to his appointment as a Member of the 
Ordinary Court in 1952, had considerable 


business and banking experience in the Far 
East. 


xxx 


I shall be referring later to important 
managerial changes, but I would mention at 
this stage that we are also losing, as from 
April 1, the services of one of our General 
Managers, Mr. W. A. Watt, who attained the 
age of sixty-five this month and will have 
completed almost fifty years with the Bank. 
I need not say how much Mr. Watt’s great 
experience will be missed and I feel sure you 
will join with me in expressing our best wishes 
to him in his well-earned retirement. 


I assume it will be your pleasure that the 
Annual Report of the Bank and the accom- 
panying Accounts of our Group, which have 
been circulated, shall be taken as read, but, in 
compliance with statutory requirements, the 
Auditors’ Report falls to be read at this 
meeting, and I now call upon the Secretary to 
do so, after which it will be available for 
inspection by any proprietor. 


Deposits and Other Liabilities 


This year we are presenting to you, in 
addition to our own Balance Sheet and Profit 
and Loss Account, a Consolidated Balance 
Sheet and a Consolidated Profit and Loss 
Account of our Group. To make this possible, 
we have had to alter the date of our Balance 
from the second Saturday of October to 
December 31, and, therefore, on this occasion 
our Accounts cover a period of approximately 
fourteen and two-third months. The figures 
given for comparative purposes are not those 
of exactly a year previous, but the figures 
appearing in the Balance Sheet of October Io, 
1953, submitted to you at this time last year. 
The first point of interest to which I wish to 
direct your attention is that the Balance 
Sheet which you now have in front of you 
reflects the capital changes approved by you 
at the General Court on September 28 last, 
when I gave you full details of the transactions 
involved and the reasons for them. The 
Issued Capital Stock of the Bank now amounts 
to £5,950,000, with a Reserve Fund of 












£5,050,000. When we add to this the balance 
of the Profit and Loss Account carried forward, 
the Capital resources of the Bank are brought 
up to a total of £11,171,566, showing a position 
of strength which must be very gratifying 
both to you and to our customers. 


Our Deposits have increased by almost 
£7,000,000 since October, 1953, and now 
amount to just over {£147,000,000, a new 
record for us. 


Our Notes in Circulation at December 31, 
1954, were up by more than /1,200,000 over 
the October, 1953, circulation, and, although 
part of this increase can be accounted for by 
the extra demands for currency which are 
always experienced at Christmas, the general 
level of our Note Circulation has continued to 
rise throughout the period. 


Our Acceptances and other Obligations out- 
standing at December 31 amounted to slightly 
more than /9,300,000, an increase of over 
£2,000,000 as compared with the figure at 
October 10, 1953. 


Liquid Assets and Investments 


Our total Assets at just over {181,000,000 
show an increase of /£10,500,000 over the 
October, 1953, figure and are the highest in 
the history of the Bank. As usual, a strong 
liquid position is shown. Our holding of 
British Government Treasury Bills amounts 
to approximately the same figure as at October, 
1953, but I am sure you will be pleased to see 
an increase of almost {2,000,000 in our holding 
of Commercial Bills. This reflects additional 
facilities given to our customers to finance the 
movement of goods to and from this country, 
a substantial part being to the jute trade 
which, now that Government control of the 
industry has terminated, has reverted to the 
pre-war practice of making its own arrange- 
ments for obtaining its supplies of raw jute. 
Other evidence of the extent to which we have 
played our part in assisting industry and agri- 
culture during the year is shown by an increase 
of approximately £4,700,000 in our Advances. 
This represents an increase of roughly ro per 
cent. on the October, 1953, figure. 


The market value of our quoted Investments 
at the prices ruling at December 31 exceeded 
the value of {63,000,000 at which these Invest- 
ments stand in our Balance Sheet. 


Profit and Loss Account 


This year the Profit and Loss Account, as 
I have already mentioned, covers a period of 
approximately fourteen and two-third months, 
but, in order to give a clear guide as to our 
trading results over the period, we have given 
details in our announcements through the 
Press of the equivalent figures for a twelve- 
month period. The actual net profit for the 
period from October, 1953, to December 31, 
1954, amounted to £733,735, which is equiva- 
lent to {600,329 for a period of twelve months. 
This represents an increase of just over 13 per 
cent., but you will appreciate that part of this 


increase includes the increased dividends 
received during the period from our Subsidiary 
Companies. Full provision has been made for 
all Bad and Doubtful Debts and other Con- 
tingencies and the net figure mentioned has 
been arrived at after making allocations on the 
usual scale to the Property Maintenance 
Reserve Fund and contributions to the Staff 
Pension Fund and Widows’ Fund. 


Interim dividends were paid at Midsummer 
and at Christmas. The Midsummer dividend 
was at the rate of 9 per cent. on £4,250,000 
of Capital Stock and the Christmas dividend 
at the rate of 74 per cent. on the Capital Stock 
as increased by the {1,700,000 of new Stock 
issued in September last. It is now recom- 
mended that a final dividend of 3} per cent. be 
paid on March 15 next, which will make the 
total distribution for the period from Oc- 
tober 10, 1953, to December 31, 1954, approxi- 
mate to an annual rate of 14 per cent. on the 
present amount of the Capital Stock of the 
Bank. It is proposed this year to carry for- 
ward the unallocated balance of profit amount- 
ing to £171,566. 


Group Accounts 


As you are aware, this is the first occasion 
on which we have published Consolidated 
Accounts of the Group. I do not intend 
to dwell at length on the figures appearing 
in the Consolidated Balance Sheet, but I 
would direct your attention to the fact that 
the combined resources of the Group amount 
to over £414,000,000, with total Deposits 
of £359,000,000 and Advances of nearly 
£115,000,000. 


The total net profit of the Group as shown 
in the Consolidated Profit and Loss Account 
is £961,833, which includes the Trading Profit 
of our Bank for fourteen and two-third months 
and the net profits of our Subsidiaries for the 
calendar year. I am sure that you will all 
view with satisfaction the progress which the 
Group has made during the past year. The 
Three Banks fit into a nation-wide pattern 
providing a Banking service of the highest 
quality throughout most areas of the United 
Kingdom. During 1954 new branches of 
Williams Deacon’s Bank Ltd. were opened at 
Newbury, Newcastle-on-Tyne and _ Bourne- 
mouth. Arrangements are being made for the 
opening, in the early months of next year, of 
a branch of the Royal Bank in Mincing Lane, 
London, and we hope to follow this by estab- 
lishing later in the same year a new branch in 
the busy area of Knightsbridge. 


Country’s Economic Position 


So much for our own affairs. Since I 
addressed you in March, 1954, it must be a 
source of satisfaction to us all that the im- 
provement in the country’s economic position, 
to which I then referred, has continued and 
gathered strength in the year which has since 
passed. The high level of our export trade, 
with the related rise in imports, and the con- 
siderable increase in our gold and dollar 
reserves, are matters which entitle us to feel a 
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certain measure of satisfaction. But that 
must not be accompanied by any feeling of 
complacency. Ever-increasing efforts are re- 
quired to maintain, let alone increase, our 
share of world trade and to keep our prices 
competitive in world markets. The further 
increase in productivity recorded during the 
year is satisfactory, but it cannot be too often 
emphasized that it is only by greater and more 
efficient production that real wages can be 
raised. A mere increase of money wages, 
followed inevitably by a rise in prices, can only 
result in a further fall in the purchasing power 
of the pound and, if pursued, in our pricing 
ourselves out of world markets. It should also 
be borne in mind that boom conditions, if 
continuing too long or carried too far, may 
result in demand outstripping production—a 
tendency which, no doubt, the recent rise in 
Bank rate was intended to curb. 


Need for Taxation Reduction 


Two important elements in considering the 
question of productivity are incentives and the 
improvement of our manufacturing position by 
large-scale increase in capital investment, par- 
ticularly in the form of new plant and 
machinery. The best contribution towards 
both these objectives would be a reduction in 
the burden of taxation which, at present high 
levels, bears so heavily upon industry and all 
engaged in it, be they salary or wage earners. 
It is to be hoped that the Chancellor, in con- 
sidering his next Budget, will be able to afford 
some relief both to the individual and to 
industry. A reduction in taxation and the 
correspondingly increased amount left in the 
hands of the taxpayer might, so far as it is 
used for spending, be more than offset by the 
stimulus to increased production and, so far as 
saved, add to the investment potential. 





In this latter respect it is satisfactory to note 
the greatly improved figures for National 
Savings during the year, and we may hope 
that the present campaign for new savers will 
add many to those who are already in the 
movement. 


The year which has passed has also seen the 
end of many controls which had long vexed 
the community, both producer and consumer 
alike, and this has, in the main, been achieved 
with benefit to all rather than the dire conse- 
quences which some people had forecast. 


Great Britain would not seem to have made 
much real progress towards Convertibility 
during the year, but it is still an objective 
which we must keep well in view, cautious 
though our approach to it should be. The 
difficulty for us, and indeed for most of the 
world, is the probable unbalance of trade with 
the United States which might ensue, although, 
in this connection, it was interesting to read a 
few weeks ago that the President had again 
raised the question of reducing certain tariff 
rates on geods entering America. 


Scottish Industry and Commerce 
Turning now to Scottish affairs, I think we 


may pride ourselves on having had a good year. 
The level of employment continues to be satis- 
factory, although there are a few less fortunate 
‘‘ pockets *’ which are exceptions to the general 
rule. Let us hope that, in these cases, the 
affected industries will be revived or new ones 
attracted to the areas concerned. The Scot- 
tish Council (Development and Industry) con- 
tinues its meritorious work, and the great 
success of its Exhibition in Glasgow last 
September reflects much credit on all those 
concerned in the conception and carrying 
through of the undertaking, the results of 
which must surely redound to the benefit of 
Scottish industry through the years. 


Shipbuilding and the heavy industries have 
maintained a high level of output, British 
shipyards having achieved a record in tonnage 
of merchant ships completed during the year 
ended September, 1954. On the other hand, 
the state of order books for new shipbuilding 
continues to be a source of some anxiety. 


Scotch whisky exports have again reached a 
new record, and this industry, and our Scottish 
woollen industry, have once more earned the 
nation’s thanks for their outstanding contri- 
butions to the dollar position. Many of our 
Scottish industries, such as the Esparto paper 
trade, have also been operating at a high level 
of production during the year. 


Agriculture 


The one industry for which 1954 has proved 
a year of exceptional difficulty is that which 
provides the life-blood of the country. I refer, 
of course, to agriculture, which in the past 
year, in addition to changes in Government 
policy and ever-increasing overheads, has had 
to compete with weather conditions which 
have made the gathering of the fruits of the 
industry extremely difficult. 


All these added together have strained the 
farming economy, in some cases very severely, 
and it may well be that farmers need more 
than usual assistance just now. I am sure 
that any credit-worthy and efficient farmer 
will find he has both the sympathy and support 
of his banker in these difficult times: The 
same may be said of the owner of agricultural 
land and the owner-occupier, both of whom 
have to provide the fixed equipment, housing 
and amenities necessary to encourage a 
diminishing rural population to remain on 
the land. 


Management and Staff 


I have already referred to the loss the Bank 
is suffering by the retirement of Mr. Watt in 
a few weeks’ time. His wisdom and experience 
will be missed by Board and Staff alike, and I 
feel sure this Annual Court would wish to 
place on record their appreciation of Mr. 
Watt’s long and distinguished services to the 
Bank. On Mr. Watt’s retirement Mr. Ballan- 
tyne becomes sole General Manager, and we 
look forward with confidence to his occupation 
of that high office. We have already appointed 
two Assistant General Managers, one of whom, 
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Mr. Ian B. White, will be resident in London, 
and the other, Mr. John D. C. Dick, in 
Edinburgh. 

Mr. White has served the Bank for thirty-six 
years, mainly spent in Bishopsgate Office, 
where he became Manager of our Foreign 
Department in 1936 and _ Joint London 
Manager in 1947. Our considerable foreign 
relations have been and will continue to be his 
special, but not exclusive, field of activity. 


Mr. Dick has now twenty-seven years’ 
service, and has given valuable service to the 
Bank as Chief Accountant since 1951. 


In offering these three officers of the Bank 
our best wishes for the future, may I also place 
on record the Directors’ appreciation not only 
of their services in the past but of the services 
of all the Officials and Staff, on both sides of 
the Border, who continue to show undiminished 











zeal and efficiency in the interests of the Bank 
I should particularly like to express our appre- 
ciation for the manner in which the whole 
Staff responded to the change in the date of 
our Balance, involving as it did late work 
during a holiday season in Scotland. We are 
indeed grateful to them all. 


Approval of Accounts 


I now beg to propose that the Report, con- 
taining a Statement of the Accounts and 
Balance Sheets, be approved and that a divi- 
dend of 3} per cent., under deduction of 
income tax, be declared in conformity there- 
with. 

The Report was approved, and_ the 
Governor, Deputy Governor, Extraordinary 
Directors and the retiring Ordinary Directors 
were re-elected. 











economic history. 





THE ECONOMIC RECORD 


THE JOURNAL OF THE ECONOMIC SOCIETY OF 
AUSTRALIA AND NEW ZEALAND 


Published half-yearly in May and November 
Single copies, 10 shillings (Australian) 


Annual subscription, 20 shillings (Australian) 


As the journal of the Economic Society of Australia and New Zealand, the 
“Economic Record” is the main source for those interested in discussion, 
at the professional level, of economic problems in those countries ; but it is 
not confined to local subjects or local authors. It includes articles of general 


interest in the field of theoretical and descriptive economics, econometrics and 


Subscriptions should be sent to the publishers: 


The Managing Director 


THE MELBOURNE UNIVERSITY PRESS 
MELBOURNE, N.3, AUSTRALIA 
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Established 1941 
Head Office: KARACHI (Pakistan) 


BALANCE SHEET AS AT 31st DECEMBER, 1954 


Habib Bank Limited 





LIABILITIES 








Authorised Capital: 
1,500,000 Shares of Rs. 20/- each 


Issued, Subscribed and Paid-up —~ at 
750,000 Shares of Rs. 20/- each 

Reserve Funds 
Current, Savings Bank, Fixed Deposits and Other Accounts 
Bills Payable and Other Sums due by the Bank . 
Bills for Collection as per contra .. 
Banker’s Liability for Acceptances and Guarantees as per contra 
Profit and Loss Account : 

As per Balance Sheet as at 31st December, 1953 

Less: Payment of Dividend 


Balance brought forward 
Net Profit for the year 1954 - - te ‘a 


Less: Transferred to Share Capital 
Account Pak Rs. 5,000,000 0 
Payment of Interim Dividend, Pak Rs. 1,625,000 0 


0 
0 





Contingent Liabilities: 
Pak Rs. 500/- is on Investment in Shares of Joint Stock Companies 


Total Pak Rupees 


Pak Rs. as. ps. 
30,000,000 0 O 











3,177,148 7 8 

500,000 0 0 
2,677,148 7 8 
4,616,246 1 2 
7,293,394 8 10 


6,625,000 0 O 











Pak Rs. as. ps. 


15,000,000 
10,000,000 
431,851,102 
21,676,706 
17,254,297 
65,545,856 


“ReSoCO 


NoOoanoco 


668,394 8 10 





561,996,357 15 1 











ASSETS 
Pak Rs. as. ps. Pak Rs. as. ps. 
Cash on Hand 10,819,450 O 8 
Cash with Bankers 75,423,393 0 6 
——{ 86,242,843 1 2 
Pakistan Government 3 months Treasury Bills 42,145,513 14 0 
Investments at cost or market value whichever is lower. 228,237,045 1 1 
(a) Government, Municipal and 
Trustee Securities ae Pak Rs. 216,804,752 2 9 
(b) Shares in Joint Stock eee Pak Rs. 7,160,052 12 9 
(c) Bullion ’ Pak Rs. 4,272.240 1 7 
Interest Accrued on Investments .. se oe 674,484 2 9 
Loans, Overdrafts, Cash Credits and other Advances 102,796,894 2 § 
Bills Discounted and Purchased 14,258,058 15 0 
117,054,953 1 5 


PARTICULARS REQUIRED BY ACT VII oF 1913: 
1. Debts considered good and in respect of which the Bank is 
fully secured 
This amount includes debts fully secured, due by Firms or 
Companies, in which Directors of the Bank are partners or 
Directors .. Pak Rs. 8,454,257 12 4 
. Debts considered good, secured by the personal Liability of one 
or more parties in addition to the personal security of the debtors 
This amount includes Bills Discounted and Purchased 
Pak Rs. 152,000 0 O 
The liability of Directors or their Firms under this head is Nil 
. Debts considered good in respect of which the Bank holds no 
security other than the debtors’ personal security. . ; 
This amount includes Bills 4 and Purchased 
Rs. 1,374,139 11 I! 
The liability of Directors or their Piesss under this head is Nil 
4. Debts considered doubtful 7 
5. Debts considered bad 
6. Debts due by Officers of the Bank other ‘than Directors (fully 
secured) : Pak Rs. 16,722 6 
Bills lodged for collection as per contra 
Customers’ Liability for acceptances and guarantees as ‘per contra 
Landed Properties at cost as at 31st December, 1953 : 
Additions during the year 


RO 


ad 


Less: Depreciation for the year 
Furniture and Fixtures: 

Balance as per last Balance Sheet 

Additions during the year 

Less: Depreciation written off up to date 
Stock of Stationery and Stamps 


Total Pak Rupees 





105,269,385 14 4 


5,039,764 7 6 


6,745,802 11 7 











Nil 

Nil 
3,025,072 9 5 
119,684 13 10 
3,144,757 7 3 
103,973 7 3 
2,157,883 13 9 
93,617 11 8 
2,251,501 9 5 
992,503 0 8 





17,254,297 12 0 
65,545,856 7 2 


3,040,784 0 0 


1,258,998 8 9 
541,581 14 9 











561,996,357 15 











CLYDESDALE & NORTH | 


of SCOTLAND BANK LTD. 


DIRECTORS 
Sir Harold E. Yarrow, Baronet, C.B.E., LL.D., Chairman 


Sir Andrew S. Macharg 
John S. Allan, D.L. 





\ Deputy Chairmen 





The Rt. Hon. The Earl of Feversham, | The Rt. Hon. Lord Maclay, K.B.E. 
D.S.O., D.L. | Andrew Mitchell 

Frank Fleming, D.S.O., D.L. The Rt. Hon. Lord Boyd Orr of 

The Rt. Hon. Lord Harlech, K.G., Brechin, D.S.O., M.C., LL.D., 
P.C., G.C.M.G. F.R.S. 

Robert Laidlaw Sir Albert G. Stern, K.B.E., C.M.G., 

Alexander Logan McClure, W.S. D.L. 

Lachlan Mackinnon, D.S.O. | William Thyne 





NORTHERN AREA LOCAL BOARD 
Frank Fleming, D.S.O., D.L., Chairman 


Sir George W. Abercromby, Baronet, Lachlan Mackinnon, D.S.O. 

D.S.O. The Rt. Hon. Lord Boyd Orr of 
Alexander Lyon, D.S.O., D.L. Brechin, D.S.O., M.C., LL.D., 
James A. Mackie, O.B.E. F.R.S. 

George Robb 








John J. Campbell, General Manager 





Statement of Accounts—3Ist December, 1954 





LIABILITIES 1954 1953 
£ £ 
Paid-up Capital - ea - ca i 2,441,000 2,441,000 
Reserve Fund .. by . - - a 3,700,000 3,700,000 
Notes in Circulation .. ae .. 21,675,443 20,219,724 
Current, Deposit and Other Accounts ‘i .. 179,579,702 166,408,638 
Acceptances and Engagements - - ai 10,070,352 8,127,689 
ASSETS 
£ £ 

Coin, Notes and Balances with Bank of England .. 23,603,908 21,969,524 
Balances with and Cheques on other Banks .. 26,375,125 24,739,099 
Money at Call and Short Notice in London .. 17,175,000 17,475,000 
Bills Discounted a - a 204,158 202,288 
Investments... .. 92,052,276 85,296,439 
Advances to Customers and other Accounts .. 46,970,555 42,195,879 
Liability of Customers for sees cane and Engage- 

ments . f .. 10,070,352 8,127,689 
Bank Premises and other Properties. . oe ea 1,350,610 1,197,794 
HEAD OFFICE 7 - ‘i ii 30 St. Vincent Place, Glasgow 
LONDON (Chief Office) - ie oc 30 Lombard Street, E.C.3 
ABERDEEN (Chief Office) .. ne ia 5 Castle Street, Aberdeen 
EDINBURGH (Chief Office) . . a 7 29 George Street, Edinburgh 


OVERSEAS (Chief Office) .. - -o 91 Buchanan Street, Glasgow 
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CLYDESDALE & NORTH OF SCOTLAND 


BANK LIMITED 





Encouraging Picture of Economic Buoyancy 





the Clydesdale & North of Scotland 
Bank Limited was held on February 9 
in Glasgow. 

Sir Harold E. Yarrow, Bt., C.B.E., LL.D., 
Chairman of the Bank, presided, and in the 
course of his speech said: 

In the annual report and balance-sheet you 
will see that the figures disclosed constitute 
fresh records in the history of the Bank. 
Since last year, the balance-sheet total has 
risen by some {16.6 millions, and at 
{217,801,984 has reached its highest level to 
date. This gratifying expansion is largely 
accounted for by a substantial increase of 
over {13 millions in Current, Deposit and 
Other Accounts. 

Turning to the Assets side, in the disposition 
of the additional resources available; we have 
maintained a highly satisfactory level of 
liquidity. Cash, Balances with other Banks, 
and Money at Call and Short Notice in London 
amount to £67,154,033 and represent over 
33 per cent. of our liabilities to the public in 
respect of deposits and notes in circulation. 

The Bank continues to play its part in 
providing the working capital required by 
Scottish industry and agriculture, commerce 
and trade, and the greater activity which has 
prevailed in the economy during the past year 
is reflected in our Advances to Customers, 
which increased by £4.8 millions to a total of 
£40,970,555- 

Our Profit for the year at £476,134 is 
£46,639 higher than in 1953, largely as a result 
of the greater resources at our disposal and 
the wider scope for their employment in the 
more active industrial conditions prevailing. 
After making various allocations, the Directors 
recommend a dividend at the rate of Io per 
cent. actual, less Income Tax, for the half-year 
ended December 31, making 18 per cent. for 
the year, an increase of 2 per cent. There 
remains a balance of £201,232 to be carried 
forward to 1955 compared with £199,257 
brought in from the previous year. 


Staff Training 

A series of managers’ conferences is being 
held, each attended by twelve managers who 
are afforded an opportunity of discussing with 
the Head Office officials questions relating to 
their work in the branches. In October we 
undertook a further development of our staff 
training scheme when we inaugurated a junior 
training school in Head Office. 

It is frequently said that the Banks are now 
finding it difficult to attract the right type of 
youth into their service. I am glad to say 
this is not our experience and in many districts 
we have at present a waiting list, a fact which 
would appear to indicate that service in the 
Bank is not without its attractions. We are 
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well satisfied with the quality and keenness of 
young entrants to our service. 
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Fruits of Investment 

Business activity in Scotland was main- 
tained at a high level in 1954 and many 
industries achieved further increases both in 
output and productivity as post-war capital 
investment schemes yielded more of their 
expected benefits. 

All the achievements in 1954 have been 
made possible largely by the investment of 
substantial sums in Scottish industry within 
recent years. Over a wide field new capital 
expenditure has been undertaken with a view 
to reducing the cost and extending the range 
of production. 


Future Prospects 

The conditions which are obtaining over the 
British economy as a whole, present an en- 
couraging picture. Industrial production has 
reached a new peak, employment is high, and 
in the field of overseas trade a record in 
exports has been set up as regards both value 
and volume. Against this background of 
general economic buoyancy several major 
problems stand out in bold relief, and the 
success attending their solution will be an 
important factor in determining the longer- 
term prospects for prosperity. Our balance- 
of-payments position may have been improved, 
but it is far from strong enough to permit the 
necessary rebuilding of our reserves and the 
fulfilling of our investment obligations in 
undeveloped areas of the world. The streng- 
thening of our position must, moreover, be 
achieved in conditions of increasing compe- 
tition, conditions in which buyers naturally 
insist on guaranteed delivery dates and fixed 
prices. Fortunately, an improved flow of 
materials has brought some shortening of 
delivery dates in many industries, and further 
improvement is in prospect. But the problem 
of price remains, and this has become once 
more the major factor in the successful conduct 
of overseas trade. Happily, the indications 
are that industrialists and the more responsible 
element in the Trade Unions are becoming 
increasingly aware of the realities of the 
situation and of the need, in the more flexible 
conditions now prevailing, for a_ stronger 
revival of enterprise in the national interest. 

The wise course is, without question, that of 
increasing earnings through higher production, 
a course which can contribute significantly to 
the stability so essential to a continuous flow 
of new business. 

What is clearly needed is a further sizeable 
reduction in the taxation burden on industry, 
so that the ploughing back of profits can be 
extended and the efficiency of the British 
productive machine maintained at the high 
level required in existing world conditions. 
Given this, and an end to restrictive practices 
on the part of Trade Unions, there would be 
justifiable cause for optimism about Britain’s 
economic future. The report was adopted. 














SELF-BINDING CASES 
FOR “THE BANKER” 


can now be obtained for 11/6 each post free from 
The Publisher, The Banker, 72 Coleman Street. 
London, E.C.2 


































The binding cases take twelve issues and are 
in dark green rexine with the words “‘THE 
BANKER”? in gold lettering on the spine. 


At the end of this year the publishers of THE BANKER 
will be able to bind readers’ own copies or supply complete 
bound volumes. By purchasing the self-binding case now, 
the twelve issues for 1955 can be collected and protected 
ready for binding at the end of the year. 


Cheques should be made payable to THE BANKER Ltd. 

















GLYN, MILLS & Co. THE 


announce that, after over CHARTERED 
31 years’ service, the 


Honourable Ian Leslie INSTITUTE OF 


Melville has relinquished his 


offices of Director and SECRET A RIES | 


Managing Director of the 
Company 











DIRECTORS requiring the services 
of CHARTERED SECRETARIES 








POSTAL TUITION FOR 


B S ECON to fill secretarial and = similar 
IC. ° executive posts are invited to 


The B.Sc. Economics degree of London University . ' 

is open to all, without University residence. It is communicate with the Secretary 
a valuable qualification for ambitious men and 

women engaged in banking and finance. Wolsey of the Institute, 


Hall (est. 1894) provides postal tuition of a high 
order for the three (in some cases, two) examina- 
tions, at reasonable fees. More than |,000 Wolsey 

















M*lrinaly Exams since 155. Prospect rom. ee ee ee 

Cc. D. PARKER, “aa of Studies, LO NDO N, E.C.4 . 

WOLSEY HALL, OXFORD | 
“ 
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the SZenor-ette. 


NEVER before has such a light, compact dictating 
machine done so much for office routine at such 
unusually low cost. It eliminates time wasted on 
ordinary dictation—increases office output by 40% 
or more. You and your secretary are always ahead 
of schedule. You can dictate at your own con- 
venience and she can by-pass her notebook. The 
Stenorette weighs only 12} lb.—nearly a pound less 
than the average portable typewriter—and can be 
taken with you wherever you go. The Stenorette is 
a sound business proposition from every angle— 
look into it. Ask your radio, photographic or 


office equipment dealer to show you this master- 
piece in office efficiency. 


STENORETTE FEATURES 


The sound track gives 25 minutes’ continuous dicta- 
tion. “Start”? and “Stop”’ switches on the 
machine duplicated on the microphone. Illuminated 
pointer tells how far dictation has run, almost to a' 
syllable. Back-spacing for easy rephrasing or cor- 
rection. Lightweight earphones and choice of foot 
or finger operated remote controls for the typist. * 


GRUNDIG 








DICTATING MACHINE 


35 gns. (with Tape Spool and Dust Cover) 


Dictating Outfit: Dynamic Microphone with 
Switch and Pilot Light and Dictating Pads, 6 gns. 
Transcription Outfit: Single Earphone with 
Earclip and Foot Switch with Back Spacing, 6 gns. 
GRU NDIG (Gt. Britain) LTD. 
(Dept. B.), 39/41 New Oxford Street, London, W.C.! 


(Electronics Division, Gas Purification & Chemical Co. Ltd.) 
G.S, 18 
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PROTECTION... for the morrow 


When the problem of providing for the future has to 
be faced, it is no bad guide to remember the many who 
have solved it by turning to the Scottish Mutual. This 
firmly-established Society offers many advantages to the 
prudent . . . but the first among them is security, 

To those about to insure, or to brokers and agents, 
the Scottish Mutual will be glad to give full details of 
its service. 


itie Scottish Mutual Assurance Society 


HEAD OTTICE: 109 ST. VINCENT STREET, GLASGOW, C.2 
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Encourage your 
customers to use their 
banking accounts more 
economically 





Bank customers 
who pay in small 
amounts at a time, should 
be given a P.P.J. Book 
Safe to cut down their 
entries and consequently 
their bank charges. 
These customers will also 
find P.P.J. Book Safes a 
great aid to saving; itis so easy to slip in odd amounts 
at convenient times, and surprising how quickly these 
small sums amount to a really worth-while total. 


These Book Type Home Safes are 
— with your House Mark 
embossed on the smart leather- 
cloth covers and are available 
in a wide variety of colours. 






Samples and prices sent on request 


PEARSON-PAGE-JEWSBURY 
co., LTD., 
(Dept. 12), Westwood Works, 
Westwood Road, Witton, 
Birmingham, 6 
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A modern bank directory designed to suit 
today’s banks, bankers and financial men 
everywhere. For easier, quicker, more complete 


reference, order your copy of the MARCH 1955 





EDITION. Your order is your guarantee of the 
finest in bank directory service. 


R. L. POLK & CO., /ablshers 


130 FOURTH AVE., NO. @ NASHVILLE 3, TENN. 
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Incorporated by | Royal Charter 











A.D. 1720 


| THE LONDON ASSURANCE 
| “Very gooct feople 4 deal vith” 
FOR ALL KINDS OF INSURANCE 
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LIFE ° FIRE * ACCIDENT ° MARINE 


HEAD OFFICE: 1 KING WILLIAM STREET, LONDON, E.C.4. | 





MARINE DEPT.: 167 LEADENHALL STREET, LONDON, E.C.3. 
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Where the Australia’s continued development 


offers undoubted scope and 
cod ATi  @ ] ae A L opportunities for the expansion of 
_ British industrial interests and 
of activities. 
(0) P In the initial stages of estimating 
( prospects, and later during the 
: planning and operation of an 
enterprise, The National Bank of 
Australasia is in a good position to 
help the wheels go round much 
more smoothly. ‘On the spot’ 
a : information, gathered from over 
a _\_ 750 branches throughout Australia, 


Co J is readily obtainable from the 


sr “&  f Information Department of the 
— Bank’s London Office. 


THE NATIONAL BANK 
OF AUSTRALASIA LIMITED 


(Incorporated in Victoria) 


Head Office: 271-279 Collins Street, Melbourne 
London Office: 7 Lothbury, EC2 














o” 
come§ in 


Your best introduction 
to Australia 


Over 750 Branches throughout Australia 
Assets £271 Million 
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INVESTORS’ 
CHRONICLE 


1860-1955 


EDITED BY HAROLD WINCOTT 





“BANKING 
IN A FULL EMPLOYMENT ECONOMY” 


The theme of the Annual Banking Survey 
for 1955 is the réle of banking in an 
expanding economy. The survey covers 
International, British and British Common- 
wealth Banking and Economic Trends 


In the MARCH 26th ISSUE 











Price 1/- weekly from all newsagents, or direct from the publisher at 
72, Coleman Street, London E.C.2 


Overseas readers can order through newsagents or obtain 
by direct subscription of £3.0.0 including postage 














LONDON AND MANCHESTER 
ASSURANCE COMPANY LIMITED 


Hla hanitacted 
INDUSTRIAL ASSURANCE tence 1869 


ORDINARY ASSURANCE Semoe 1904 


FIRE AND GENERAL INSURANCE Timee S926 


Ak: hws ioe! 000, 000 
Chief Office FINSBURY SQUARE, LONDON, E.C.2 


HONGKONG AND SHANGHAI 
BANKING CORPORATION 


(INcorPorATED IN THE Cocony or Honc Kono) 
The Liability of Members is limited to the extent and in manner prescribed in Chapter 70 of the Laws of Hong Kong 


CAPITAL ISSUED AND FULLY PAID mil “ $20,000,000 
DS STERLING £6,000,000 


RESERVE LIABILITY OF MEMBERS... ‘i $26,000,000 
‘Head oes: - «= « HONG KONG 
CHAIRMAN:.C. BLAKER, M.C., E-D. CHIEF MANAGER: MICHAEL W. TURNER 
LONDON OFF ICE - 9 GRACECHURCH STREET, E.C3 


Lonponw Manacers - S. A. Gray, u.c., A. M. Duncan Wanzace, M. D. Scorr 


BRANCHES 
Hong Kong pages & (cont.) pgs ah (cont.) 


Kon lle 
poy ™ : : Tokyo Sinprer 
Mongkok —e pe Rend ae 














Cameron Highlands Ti — 
North 


Sa - ong 
Sandakan de ves 


Tawau 
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BANKING BUSINESS ‘OF "EVERY. KIND TRANSACTED 
A comprehensive service as Trustees and Executors is also undertaken by the Bank's. Trus 


Companies in 
HONG KONG LONDON SINGAPORE 

















COLOMBIA 
MEANS BUSINESS 


LET US HELP YOU INCREASE YOURS 


Opportunities in Colombia for European business are increasing year. Trade 
connections are becoming more profitable. With an eye on your business future 
there, why not let us assist you with your collections and letters of credit ? 


Whatever your requirements, we have special departments erg every phase and 
facility of banking. More and more progressive European banks and business firms 
are making use of our extensive organization established for over 40 years. 


We invite your inquiries. 


BANCO COMERCIAL ANTIOQUENO 


Established 1912 


Cable address for ail o ffices—Bancoquia 
CAPITAL PAID-UP: $20,000 > Be Sea Colombian 
SURPLUS: $15,000,000 — Pesos Colombian 
OTHER RESERVES: $6,858,000 — — Pesos Colombian 
General Manager: Antonio Derka 
Head Office: MEDELLIN, COLOMBIA, SOUTH AMERICA 


BOGOTA (3), Bucaramange, "Cal 
Girardot, 


New York Representative—Henry Ludeke, 40 Exchange Place, New York 5, N, Y. 














THE MERCANTILE BANK 
OF INDIA LTD. 


HEAD OFFICE: 15 GRACECHURCH STREET, LONDON, E.C.3 





CAPITAL AUTHORISED 
CAPITAL PAID UP... 
RESERVES AND UNDIVIDED PROFIT S. 
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BOARD OF DIRECTORS: 
Sir Kenneth W. Mealing (Chairman) 
Sir a Jones, K oP C.S.L. (Deputy Chairman) 
J. B. Crichton, Esq. 
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‘BRANCHES AND AGENCIES 
in 
India, Pakistan, Burma, Ceylon, Malaya, Singapore, Thailand, Hongkong, China, 
Japan, Mauritius 
EVERY DESCRIPTION OF BANKING BUSINESS TRANSACTED 
TRUSTEESHIPS AND EXECUTORSHIPS ACCEPTED 


w APL AD TS ADE COT OT A AEE AE a tee pean 
bits: Sater i «eee ee DO BENS: Denese . ee ee 
oe Some bee ol a8 

















PRINTED IN GREAT BRITAIN BY F. J. PARSONS, LTD., LENNOX HOUSE, NORFOLK STREET, LONDON, W.C.2, AND HASTINGS 
AND PUBLISHED MONTHLY BY THE BANKER LIMITED, AT 72 COLEMAN STREET, LONDON, E.C.2. 
EDITORIAL OFFICE ¢ 22 RYDER STREET, ST. JAMES’S, LONDON, $.w.rI. 
ADVERTISEMENT OFFICE : 9-II POULTRY, LONDON, E.C.2. 





